
71st LEGISLATURE-REGULAR SESSION

CHAPTER 178

S.B. No. 886

AN ACT
relating to exempting certain driver education vehicles from the Certificate of Title Act.

Be it enacted by the Legislature of the State of Texas:

SECTION 1. Section 60, Certificate of Title Act (Article 6687-1, Vernon's Texas Civil
Statutes), is amended to read as follows:

Sec. 60. The provisions of this Act shall not apply to vehicles owned or operated by the
Federal Government or any of its agencies unless such vehicle is sold to a person required
under this Act to procure a Certificate of Title, in which event the provisions hereof shall
be fully operative as to such vehicle; but shall apply to vehicles owned or acquired by the
State of Texas, any County, City, School District, or any other subdivision of State
Government; provided however, that the provisions of Section 57 of this Act requiring the
payment of fees, shall not apply to vehicles owned or acquired by the State of Texas, any
County, City, School District, or any other subdivision of State Government. This Act
does not apply to new vehicles on loan to a School District or any other subdivision of
State Government to be used only in driver education courses approved by the
Central Education Agency.

SECTION 2. The importance of this legislation and the crowded condition of the
calendars in both houses create an emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several days in each house be
suspended, and this rule is hereby suspended, and that this Act take effect and be in force
from and after its passage, and it is so enacted.

Passed the Senate on April 6, 1989, by the following vote: Yeas 31, Nays 0; passed the
House on May 5, 1989, by the following vote: Yeas 134, Nays 1.

Approved May 25, 1989.

Effective May 25, 1989.

CHAPTER 179

S.B. No. 1045

AN ACT
relating to the codification, transfer, and renumbering of Title 110B, Revised Statutes, containing
statutes relating to public retirement systems.

Be it enacted by the Legislature of the State of Texas:

SECTION 1. Title 110B, Revised Statutes, is transferred to the Government Code,
designated as Title 8, and renumbered and revised to read as follows:
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TITLE 8 [4-4-0B]. PUBLIC RETIREMENT SYSTEMS
[SUBTITLE A. GENERAL PROVISIONS

[1. GENERAL PROVISIONS

[[C .apters 2-10 rs..d for .. pansion]

SUBTITLE A [B]. PROVISIONS GENERALLY APPLICABLE TO
PUBLIC RETIREMENT SYSTEMS

Chapter 801 [14]. STATE PENSION REVIEW BOARD

Chapter 802 [1.2]. ADMINISTRATIVE REQUIREMENTS

Chapter 803 [13]. PROPORTIONATE RETIREMENT PROGRAM

[Chapters 804-810 [14-20] reserved for expansion]

SUBTITLE B [C]. EMPLOYEES RETIREMENT SYSTEM OF TEXAS

Chapter 811 [24]. GENERAL PROVISIONS

Chapter 812 [22]. MEMBERSHIP

Chapter 813 [23]. CREDITABLE SERVICE

Chapter 814 [24]. BENEFITS

Chapter 815 [25]. ADMINISTRATION

[Chapters 816-820 [26=30] reserved for expansion]
SUBTITLE C [D]. TEACHER RETIREMENT SYSTEM OF TEXAS

Chapter 821 [31]. GENERAL PROVISIONS

Chapter 822 [32]. MEMBERSHIP

Chapter 823 [33]. CREDITABLE SERVICE
Chapter 824 [(34]. BENEFITS

Chapter 825 [35]. ADMINISTRATION

[Chapters 826-829 reserved for expansion]

Chapter 830 [36]. OPTIONAL RETIREMENT PROGRAM

[Chapters 37-40 reserved for expansion]
SUBTITLE D [E]. JUDICIAL RETIREMENT SYSTEM OF TEXAS PLAN ONE

Chapter 881 [4-1]. GENERAL PROVISIONS

Chapter 882 [42]. MEMBERSHIP

Chapter 833 [43]. CREDITABLE SERVICE

Chapter 834 [44]. BENEFITS
Chapter 835 [45]. ADMINISTRATION

[[Chapter 46-50 reserved for expansion]]

SUBTITLE E [H]. JUDICIAL RETIREMENT SYSTEM OF TEXAS PLAN TWO
Chapter 836 [74]. GENERAL PROVISIONS

Chapter 887 [7.2]. MEMBERSHIP

Chapter 838 [73]. CREDITABLE SERVICE

Chapter 889 [74]. BENEFITS
Chapter 840 [75], ADMINISTRATION

SUBTITLE F. TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM

Chapter 841 [5&1]. GENERAL PROVISIONS
590
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Chapter 842 [52]. MEMBERSHIP

Chapter 843 [53]. CREDITABLE SERVICE

Chapter 844 [54]. BENEFITS

Chapter 845 [55]. ADMINISTRATION

[Chapters 846-850 [56-60] reserved for expansion]

SUBTITLE G. TEXAS MUNICIPAL RETIREMENT SYSTEM

Chapter 851 [61]. GENERAL PROVISIONS

Chapter 852 [62]. MEMBERSHIP

Chapter 853 [63]. CREDITABLE SERVICE

Chapter 854 [64]. BENEFITS

Chapter 855 [65]. ADMINISTRATION

TITLE 8 [01B]. PUBLIC RETIREMENT SYSTEMS

[SUB TITLE A. GENERAL PROVISIONS

[CHA_.RER 1. GENERAL PROVISIONS

[Se. 1.001. PURPOSE OF TITLE

[See. 1.02. CONSTRUCTION OF TITLE]

TITLE 8 [U1OB]. PUBLIC RETIREMENT SYSTEMS

[SUBTITLE A. GENERAL PROVISIONS

[CHAPTER 1. GENERAL PROVISIONS

[See. 1,001 PURPOSE OF TITLE (a) This title is enaacted s a part f the state's
coninung t~tter rei-on program, begun by the Temas Legislative Counail in 1963a

dirc.ted b. the legislature in Chapter 448, At8 of the 58th Legislature, 1963 (Article
549oh-I ,'enaon's Tes Civil Statutes). The program contemplates a tp-.-by-topic

the state's general and permanent statute law2' "ithout substantive hange. It
is contemplated thAt this title *ill beih ue nth uuei government coe

[(b) Consistent With the objectives8 of the statutory revision program, the purpose of
th is ti is to make the gener-al and permanent public retirement systema law4 more
asee~sobae and undcrsndbml-by;

[(I) rearranging the statutes into a more logical order;

[(2) employing a format and -numbering system designed to faciliae citation of the

[(3) eliminating repealed, duplicative, unconstitutional, expired, executed, and other-
ineffectiv'e provisions; and

[( (1 4..) restating the law in modern American. English to the greatest extent possible.

[Pee. 1.009. CONSTRUCTION OF TITLE The Code Constrcion Act (Chapter-341,
Go~rmentCede appiesto te costrntio ef ach reviion I;hi title, except a

othiieeprsl provided by this title.
1 Tex.Sess.laws Bd.VoI. '8-1 4 591
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SUBTITLE A [B]. PROVISIONS GENERALLY APPLICABLE TO
PUBLIC RETIREMENT SYSTEMS

CHAPTER 801 [4]. STATE PENSION REVIEW BOARD

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 801.001 [44,001]. DEFINITIONS

(Sections 801.002-801.100 [41009-1.0 ] reserved for expansion]

SUBCHAPTER B. ADMINISTRATIVE PROVISIONS

Sec. 801.101 [44401]. PENSION REVIEW BOARD

Sec. 801.102 [4402]. COMPOSITION OF BOARD

Sec. 801.103 [14 43]. MEMBERS APPOINTED BY GOVERNOR

Sec. 801.104 [(4404]. MEMBERS APPOINTED BY OTHERS

Sec. 801.105 (4A]. WHEN QUALIFICATIONS ARE REQUIRED

Sec. 801.106 [3-1400]. TERMS OF OFFICE

Sec. 801.107 [ .01]. APPLICATION OF SUNSET ACT

Sec. 801.108 [448]. COMPENSATION; EXPENSES

Sec. 801.109 (44409]. MEETINGS

Sec. 801.110 [4I0]. PRESIDING OFFICERS

Sec. 801.111 [441-44]. EXECUTIVE DIRECTOR; EMPLOYEES

Sec. 801.112 [44442]. FINANCES AND EQUIPMENT

[Sections 801.113-801.200 [44434I42] reserved for expansion]

SUBCHAPTER C. POWERS AND DUTIES OF BOARD

Sec. 801.201 [120]. RULEMAKING

Sec. 801.202 (4402]. GENERAL DUTIES

Sec. 801.203 [4,203]. REPORT TO LEGISLATURE AND GOVERNOR

Sec. 801.204 [4404]. INSPECTION OF RECORDS

Sec. 801.205 [14405]. SUBPOENA

SUBTITLE A [B]. PROVISIONS GENERALLY APPLICABLE TO

PUBLIC RETIREMENT SYSTEMS

CHAPTER 801 [4]. STATE PENSION REVIEW BOARD

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 801.001 [44,0]. DEFINITIONS. In this chapter:
(1) "Board" means the State Pension Review Board.
(2) "Public retirement system" means a continuing, organized program of service

retirement, disability retirement, or death benefits for officers or employees of the
state or a political subdivision, or of an agency or instrumentality of the state or a
political subdivision, and includes the optional retirement program governed by Chapter
830 [3"-f this tit.e], but does not include:

(A) a program, other than the optional retirement program, for which benefits are
administered by a life insurance company;
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(B) a program providing only workers' compensation benefits;
(C) a program administered by the federal government;
(D) an individual retirement account or individual retirement annuity within the

meaning of Section 408, or a retirement bond within the meaning of Section 409, of
the [federal] Internal Revenue Code of 1986 (26 U.S. C. Section 409) [4954];

(E) a plan described by Section 401(d) of the [federal] Internal Revenue Code of
1986 (26 US.C. Section 401) [4954];

(F) an individual account plan consisting of an annuity contract described by
Section 403(b) of the [federal] Internal Revenue Code of 1986 (26 US. C. Section 403)
[1954]; or

(G) an eligible state deferred compensation plan described by Section 457(b) of the
[federa] Internal Revenue Code of 1986 (26 US.C. Section 457) [-954].

[Sections 801.002-801.100 [1-1-2-11 0] reserved for expansion]

SUBCHAPTER B. ADMINISTRATIVE PROVISIONS

Sec. 801.101 [-14104]. PENSION REVIEW BOARD. The State Pension Review Board
is an agency of the state.

Sec. 801.102 [44402]. COMPOSITION OF BOARD. The board is composed of nine
members.

Sec. 801.103 [-1.103]. MEMBERS APPOINTED BY GOVERNOR. (a) The governor
shall appoint, with the advice and consent of the senate, seven members to the board.

(b) The governor shall appoint to the board:
(1) three persons who have experience in the fields of securities investment, pension

administration, or pension law but who are not members or retirees of a public
retirement system;

(2) one person who has experience in the field of actuarial science;
(3) one person who has experience in the field of governmental finance;
(4) one person who is a contributing member of a public retirement system; and
(5) one person who is receiving retirement benefits from a public retirement system.

Sec. 801.104 [41-1-04]. MEMBERS APPOINTED BY OTHERS. (a) The lieutenant
governor shall appoint to the board one member of the senate.

(b) The speaker of the house of representatives shall appoint to the board one member
of the house.

Sec. 801.105 [4405]. WHEN QUALIFICATIONS ARE REQUIRED. The qualifica-
tions provided by this subchapter for members of the board are required only at the time
of appointment to the board.

Sec. 801.106 [11,06]. TERMS OF OFFICE. Members of the board hold office for
staggered terms of six years, with the terms of three members expiring on January 31 of
each odd-numbered year.

Sec. 801.107 [I40]. APPLICATION OF SUNSET ACT. The board is subject to the
Texas Sunset Act (Chapter 325[, Goernm e de]). Unless the board is continued in
existence as provided by that Act, the board is abolished and this chapter expires
September 1, 1991.

Sec. 801.108 [11.0]. COMPENSATION; EXPENSES. A member of the board is
entitled to reimbursement by the state for actual and necessary expenses incurred in
performing the functions of the board. A member of the board who also is a member of
the legislature is ineligible to receive compensation for service performed as a board
member.

Sec. 801.109 [44409]. MEETINGS. The board shall meet at least three times each
year and may meet at other times at the call of the presiding officer or as provided by
board rule.
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Sec. 801.110 [1-14-10]. PRESIDING OFFICERS. The board shall select its presiding
officers.

Sec. 801.111 [1441-U]. EXECUTIVE DIRECTOR; EMPLOYEES. (a) The board shall
employ an executive director to be the executive head of the board and perform its
administrative duties.

(b) The executive director may employ staff members necessary for administering the
functions of the board.

Sec. 801.112 [1442]. FINANCES AND EQUIPMENT. (a) The executive director
may set staff salaries, within the limits of appropriated funds and subject to the approval
of the board.

(b) The board may request and use staff assistance, equipment, and office space from
the Employees Retirement System of Texas.

(c) The legislature may appropriate funds from the general revenue fund to the board
for the payment of staff salaries and operating expenses of the board.

[Sections 801.118-801.200 [1-1.-14.-1,200] reserved for expansion]

SUBCHAPTER C. POWERS AND DUTIES OF BOARD

Sec. 801.201 [-1,201]. RULEMAKING. (a) The board shall adopt rules for the con-
duct of its business.

(b) For the purpose of performing its duties under [Subdivision (1) or (9) of] Section
801.202(1) or (2) [11.202 of this chapte-r], the board by rule may require clarification of
information provided by a public retirement system in a report that is required by law and
is required to be filed with the board. A rule adopted under this subsection may not be
enforced against a public retirement system if compliance with the rule would cause the
system to incur a major expense.

Sec. 801.202 [4,202]. GENERAL DUTIES. The board shall:
(1) conduct a continuing review of public retirement systems, compiling and compar-

ing information about benefits, creditable service, financing, and administration of
systems;

(2) conduct intensive studies of potential or existing problems that threaten the
actuarial soundness of or inhibit an equitable distribution of benefits in one or more
public retirement systems;

(3) provide information and technical assistance on pension planning to public retire-
ment systems on request; and

(4) recommend policies, practices, and legislation to public retirement systems and
appropriate governmental entities.
Sec. 801.203 [-14,203]. REPORT TO LEGISLATURE AND GOVERNOR. The board

shall present to the legislature and the governor, in November of each even-numbered
year, a public report explaining the work and findings of the board during the preceding
two-year period and including drafts or recommendations of any legislation relating to
public retirement systems that the board finds advisable.

Sec. 801.204 [44204]. INSPECTION OF RECORDS. In performing its functions, the
board may inspect the books, records, or accounts of a public retirement system during
business hours of the system.

Sec. 801.205 [14,205]. SUBPOENA. (a) The board, if reasonably necessary in the
course of performing a board function, may subpoena witnesses or books, records, or
other documents. The presiding officer of the board shall issue, in the name of the board,
only such subpoenas as a majority of the board may direct.

(b) A peace officer shall serve a subpoena issued by the board. If the person to whom
a subpoena is directed fails to comply, the board may bring suit to enforce the subpoena
in a district court of the county in which the witness resides or in the county in which the
books, records, or other documents are located. If the district court determines that good
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cause exists for issuance of the subpoena, the court shall order compliance. The district
court may modify the requirements of a subpoena that the court determines are
unreasonable. Failure to obey the order of the district court is punishable as contempt.

(c) The attorney general shall represent the board in a suit to enforce a subpoena.

CHAPTER 802 [-12]. ADMINISTRATIVE REQUIREMENTS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 802.001 [12,001]. DEFINITIONS

Sec. 802.002 [12002]. EXEMPTIONS

Sec. 802.008 [2,003]. WRIT OF MANDAMUS

[Sections 802.004-802.100 [12004-1240] reserved for expansion]

SUBCHAPTER B. STUDIES AND REPORTS

Sec. 8G2,101 [12401]. ACTUARIAL VALUATION

Sec. 802.102 [1202]. AUDIT

Sec. 802.103 [1240]. ANNUAL FINANCIAL REPORT

Sec. 802.104 [12,104]. REPORT OF MEMBERS AND RETIREES

Sec. 802.105 [12105]. REGISTRATION

Sec. 802.106 [12406]. INFORMATION TO MEMBER OR ANNUITANT

Sec. 802.107 [124061]. GENERAL PROVISIONS RELATING TO REPORTS

[Sections 802.108-802.200 [12107-12,200] reserved for expansion]

SUBCHAPTER C. ADMINISTRATION OF ASSETS

Sec. 802.201 [12,20]. ASSETS IN TRUST

Sec. 802.202 [12202]. INVESTMENT OF SURPLUS

Sec. 802.208 [12,203]. FIDUCIARY RESPONSIBILITY

Sec. 802.204 [12,204]. INVESTMENT MANAGER

Sec. 802.205 [12205]. INVESTMENT CUSTODY ACCOUNT

Sec. 802.206 [12.206]. EVALUATION OF INVESTMENT SERVICES

Sec. 802.207 [1-2207]. CUSTODY AND USE OF FUNDS

[Sections 802.208-802.300 [1,208-12,00] reserved for expansionj

§UBCHAPTER D. ACTUARIAL ANALYSIS OF LEGISLATION

Sec. 802.801 [1201]. WHEN ACTUARIAL ANALYSIS REQUIRED

Sec. 802.302 [12,302]. ACTION BY STATE PENSION REVIEW BOARD

Sec. 802.808 [12.03]. CONTENTS OF ACTUARIAL ANALYSIS

Sec. 802.804 [1-2.04]. COST OF ACTUARIAL ANALYSIS

CHAPTER 802 [12]. ADMINISTRATIVE REQUIREMENTS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 802.001 [12001 ]. DEFINITIONS. In this chapter:
(1) "Governing body of a public retirement system" means the board of trustees,

pension board, or other public retirement system governing body that has the fiduciary
595

Ch. 179, § 1



Ch. 179, § 1 71st LEGISLATURE-REGULAR SESSION

responsibility for assets of the system and has the duties of overseeing the investment
and expenditure of funds of the system and the administration of benefits of the
system.

(2) "Public retirement system" means a continuing, organized program of service
retirement, disability retirement, or death benefits for officers or employees of the
state or a political subdivision, or of an agency or instrumentality of the state or a
political subdivision, other than:

(A) a program providing only workers' compensation benefits;
(B) a program administered by the federal government;
(C) an individual retirement account or individual retirement annuity within the

meaning of Section 408, or a retirement bond within the meaning of Section 409, of
the (Sdeal] Internal Revenue Code of 1986 (26 U.S.C. Sections 408, 409) [J454];

(D) a plan described by Section 401(d) of the [foed"l] Internal Revenue Code of
1986 (26 U.S. C. Section 401) [P4];

(E) an individual account plan consisting of an annuity contract described by
Section 403(b) of the [Sod] Internal Revenue Code of 1986 (26 U.S. C. Section 408)
[a"];

(F) an eligible state deferred compensation plan described by Section 457(b) of the
[Sod"ra] Internal Revenue Code of 1986 (26 U.S, C. Section 457) [4954]; or

(G)(i) in Sections 802.104 [(4104] and 802.105 [42,05] of this chapter, a program
for which benefits are administered by a life insurance company; and

(ii) in the rest of this chapter, a program for which the only funding agency is a
life insurance company.

Sec. 802.002 [4.,002]. EXEMPTIONS. (a) Except as provided by Subsection (b) [of
this-aeetiea], the Employees Retirement System of Texas, the Teacher Retirement System
of Texas, the Texas County and District Retirement System, the Texas Municipal
Retirement System, and the Judicial Retirement System of Texas Plan Two are exempt
from Sections 802.101(a), 802.101(b), 802.101(d), 802.102, 802.103(a), 802.108(b), 802.202,
802.20, 802.204, 802.205, 802.206, and 802.207 [12.101(a), 19 101(b), U) 101(d), 12.10,
10 103(a), 12.103(b), 12.202, 1.203, 129 04, 12. 05,1 2 .06, and 1.2 07 of this ohapter]. The
Judicial Retirement System of Texas Plan One is exempt from all of Subchapters B and C
[o-.this-ohapts] except Sections 802.104 (42104] and 802.105 [42405]. The optional
retirement program governed by Chapter 830 [3 --of this-title] is exempt from all of
Subchapters B and C [o--this ohaptei] except Section 802.106 [4240].

(b) If an exempt retirement system or program is required by law to make an actuarial
valuation of the assets of the system or program and publish actuarial information about
the system or program, the actuary making the valuation and the governing body
publishing the information must include the information required by Section 802.101(b)
[12.9101(b) Of this 'ubtitlo].

Sec. 802.003 [42.00]. WRIT OF MANDAMUS. (a) Except as provided bySubsection
(b) [6i thi- tio], if the governing body of a public retirement system fails or refuses to
comply with a requirement of this chapter that applies to it, a person residing in the
political subdivision in which the members of the governing body are officers may file a
motion, petition, or other appropriate pleading in a district court having jurisdiction in a
county in which the political subdivision is located in whole or in part, for a writ of
mandamus to compel the governing body to comply with the applicable requirement.

(b) If the governing body of the Employees Retirement System of Texas, the Teacher
Retirement System of Texas, the Texas Municipal Retirement System, or the Texas
County and District Retirement System fails or refuses to comply with a requirement of
this chapter that applies to it, any resident of the state may file a pleading in a district
court in Travis County to compel the governing body to comply with the applicable
requirement.

(c) If the prevailing party in an action under this section is other than the governing
body of a public retirement system, the court may award reasonable attorney's fees and
costs of suit.
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(d) The State Pension Review Board may file an appropriate pleading, in the manner
provided by this section for filing by an individual, for the purpose of enforcing a
requirement of Subchapter B or C [ofthis .hapto-], other than a requirement of Section
802.101(a), 802.101(d), 802.102, 802.103(a), or 802.104 [ 1 9a),.101(d), 12.109,
1 .103(a), or 1. 104.

[Sections 802.004-802.100 [492004-19.200] reserved for expansion]

SUBCHAPTER B. STUDIES AND REPORTS

Sec. 802.101 [4.2401]. ACTUARIAL VALUATION. (a) The governing body of a pub-
lic retirement system shall employ an actuary, as a full-time or part-time employee or as a
consultant, to make a valuation at least once every three years of the assets and liabilities
of the system on the basis of assumptions and methods that are reasonable in the
aggregate, considering the experience of the program and reasonable expectations, and
that, in combination, offer the actuary's best estimate of anticipated experience under the
program.

(b) On the basis of the valuation, the actuary shall make recommendations to the
governing body of the public retirement system to ensure the actuarial soundness of the
system. The actuary shall define each actuarial term and enumerate and explain each
actuarial assumption used in making the valuation. This information must be included
either in the actuarial study or in a separate report made available as a public record.

(c) The governing body of a public retirement system shall file with the State Pension
Review Buard a copy of each actuarial study and each separate report made as required
by law.

(d) An actuary employed under this section must be a fellow of the Society of
Actuaries, a member of the American Academy of Actuaries, or an enrolled actuary under
the [iedoral] Employee Retirement Income Security Act of 1974 (29 U.S.C. Section 1001
et seq.).

Sec. 802.102 [.24-02]. AUDIT. The governing body of a public retirement system
shall have the accounts of the system audited at least annually by a certified public
accountant in accordance with generally accepted auditing standards.

Sec. 802.103 [1.103]. ANNUAL FINANCIAL REPORT. (a) Except as provided by
Subsection (c) [ofthi -setion], the governing body of a public retirement system shall
publish an annual financial report showing the financial condition of the system as of the
last day of the fiscal year covered in the report. The report must include the financial
statements and schedules examined in the most recent audit performed as required by
Section 802.102 [12.102 ef this subtitle] and must include a statement of opinion by the
certified public accountant as to whether or not the financial statements and schedules
are presented fairly and in accordance with generally accepted accounting principles.

(b) The governing body of a public retirement system shall, before the 211th day after
the last day of the fiscal year under which the system operates, file with the State
Pension Review Board a copy of each annual financial report it makes as required by law.

(c) A public retirement system that is subject to Chapter 125, Acts of the 45th
Legislature, Regular Session, 1937 (Article 6243e, Vernon's Texas Civil Statutes), and that
has total assets with a book value, as of the last day of the fiscal year, of less than
$50,000, may submit to the State Pension Review Board for that year, instead of the
financial report otherwise required by this section to be published and submitted, a copy
of the financial report it submits to the firemen's pension commissioner.

Sec. 802.104 [12.404]. REPORT OF MEMBERS AND RETIREES. Each public retire-
ment system annually shall, before the 210th day after the last day of the fiscal year
under which the system operates, submit to the State Pension Review Board a report
containing the number of members and number of retirees of the system as of the last
day of the immediately preceding fiscal year.
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See. 802.105 [42405]. REGISTRATION. (a) Each public retirement system shall,
before the 91st day after the date of its creation, register with the State Pension Review
Board.

(b) A registration form submitted to the board must include:
(1) the name, mailing address, and telephone number of the public retirement system;
(2) the names and occupations of the chairman and other members of its governing

body;
(3) a citation of the law under which the system was created;
(4) the beginning and ending dates of its fiscal year; and
(5) the name of the administrator of the system and the person's business mailing

address and telephone number if different from those of the retirement s)stem.
(c) A public retirement system shall notify the board of changes in information required

under Subsection (b) [9i-this-setio] before the 31st day after the day the change occurs.
Sec. 802.106 [1240]. INFORMATION TO MEMBER OR ANNUITANT. (a) When a

person becomes a member of a public retirement system, the system shall provide the
person:

(1) a summary of the benefits from the retirement system available to or on behalf of
a person who retires or dies while a member or retiree of the system;

(2) a summary of procedures for claiming or choosing the benefits available from the
retirement system; and

(3) a summary of the provisions for employer and employee contributions, withdraw-
al of contributions, and eligibility for benefits, including any right to terminate
employment and retain eligibility.
(b) A public retirement system shall distribute to each active member and retiree a

summary of any significant change that is made in statutes or ordinances governing the
retirement system and that affects contributions, benefits, or eligibility. A distribution
must be made before the 271st day after the day the change is adopted.

(c) A public retirement system annually shall provide to each active member a state-
ment of the amounts of the member's accumulated contributions and total accumulated
service credit on which benefits may be based and to each annuitant a statement of the
amount of payments made to the annuitant by the system during the preceding 12
months.

(d) A public retirement system shall provide to each active member and annuitant a
summary of the financial condition of the retirement system, if the actuary of the system
determines, based on a computation of advanced funding of actuarial costs, that the
financing arrangement of the system is inadequate. The actuarial determination must be
disclosed to members and annuitants at the time annual statements are next provided
under Subsection (c) [oithis section] after the determination is made. An actuary who
makes a determination under this subsection must have at least five years of experience
working with one or more public retirement systems and be a fellow of the Society of
Actuaries, a member of the American Academy of Actuaries, or an enrolled actuary under
the [foeral] Employees Retirement Income Security Act of 1974 (29 US.C. Section 1001
et seq.).

(e) A member not currently contributing to a particular public retirement system is
entitled on written request to receive from that system a copy of any document required
by this section to be furnished to a member who is actively contributing.

(f) The governing body of a public retirement system composed of participating
subdivisions or municipalities may provide one copy of any document it prepares under
this section to each affected participating subdivision or municipality. Each participating
subdivision or municipality shall distribute the information contained in the document to
its employee members and annuitants, as applicable.

(g) Information required by this section may be contained, at the discretion of the
public retirement system providing the information, in one or more separate documents.
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The information must be stated to the greatest extent practicable in terms understanda-
ble to a typical member of the public retirement system.

(h) A public retirement system shall submit to the State Pension Review Board copies
of the summarized information required by Subsections (a) and (b) [o-4hiis-seetio]. A
system shall submit a copy of the information required by Subsection (a) before the 31st
day after the date of publication and a copy of the information required by Subsection (b)
before the 271st day after the date a change is adopted. [Until September. 1, 1988, the
State Pension Rovi oa. rd may exempt a public retirement....tem from the requir
mrnt tht it provide each member a_ cttement of total ccumulated s..ine credit if the

r.qui;mnt ;ill crae a.n adminit.r2tive hardship for -th ".... "]
Sec. 802.107 [12401]. GENERAL PROVISIONS RELATING TO REPORTS. (a) A

public retirement system shall maintain for public review at its main office and at such
other locations as the retirement system considers appropriate copies of the most recent
edition of each type of report or other information required by this chapter to be
submitted to the State Pension Review Board.

(b) Information required by this chapter to be submitted to the State Pension Review
Board may be contained in one or more documents but must be submitted within the
period provided by the provision requiring the information.

[Sections 802.108-802.200 [4] reserved for expansion]

SUBCHAPTER C. ADMINISTRATION OF ASSETS

Sec. 802.201 [1-2,=2]. ASSETS IN TRUST. The governing body of a public retirement
system shall hold or cause to be held in trust the assets appropriated or dedicated to the
system, for the benefit of the members and retirees of the system and their beneficiaries.

Sec. 802.202 [42202]. INVESTMENT OF SURPLUS. (a) The governing body of a
public retirement system is responsible for the management and administration of the
funds of the system.

(b) When, in the opinion of the governing body, a surplus of funds exists in accounts of
a public retirement system over the amount needed to make payments as they become
due within the next year, the governing body shall deposit all or as much of the surplus
as the governing body considers prudent in a reserve fund for investment.

(c) The governing body shall determine the procedure it finds most efficient and
beneficial for the management of the reserve fund of the system. The governing body
may directly manage the investments of the system or may choose and contract for
professional investment management services.

Sec. 802.203 [-2,203]. FIDUCIARY RESPONSIBILITY. (a) In making and supervis-
ing investments of the reserve fund of a public retirement system, an investment
manager or the governing body shall discharge its duties solely in the interest of the
participants and beneficiaries:

(1) for the exclusive purposes of:
(A) providing benefits to participants and their beneficiaries; and
(B) defraying reasonable expenses of administering the system;

(2) with the care, skill, prudence, and diligence under the prevailing circumstances
that a prudent person acting in a like capacity and familiar with matters of the type
would use in the conduct of an enterprise with a like character and like aims;

(3) by diversifying the investments of the system to minimize the risk of large losses,
unless under the circumstances it is clearly prudent not to do so; and

(4) in accordance with the documents and instruments governing the system to the
extent that the documents and instruments are consistent with this subchapter.
(b) In choosing and contracting for professional investment management services and

in continuing the use of an investment manager, the governing body must act prudently
and in the interest of the participants and beneficiaries of the public retirement system.
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(c) A trustee is not liable for the acts or omissions of an investment manager appointed
under Section 802.204 [12.204 of this subtitle], nor is a trustee obligated to invest or
otherwise manage any asset of the system subject to management by the investment
manager.

(d) An investment manager appointed under Section 802.204 [12.204 of this subtitle]
shall acknowledge in writing the manager's fiduciary responsibilities to the fund the
manager is appointed to serve.

(e) The investment standards provided by Subsection (a) [of this seetion] and the
policies, requirements, and restrictions adopted under Section 802.204(c) [(1.204(e)-oi this
smbatit] are the only standards, policies, or requirements for, or restrictions on, the
investment of funds of a public retirement system by an investment manager or by a
governing body during a 90-day interim between professional investment management
services. Any other standard, policy, requirement, or restriction provided by law is
suspended and not applicable during a time, and for 90 days after a time, in which an
investment manager is responsible for investment of a reserve fund. If an investment
manager has not begun managing investments of a reserve fund before the 91st day after
the date of termination of the services of a previous investment manager, the standards,
policies, requirements, and restrictions otherwise provided by law are applicable until the
date professional investment management services are resumed.

Sec. 802.204 [=M4]. INVESTMENT MANAGER. (a) The governing body of a pub-
lic retirement system may appoint investment managers for the system by contracting for
professional investment management services with one or more organizations, which may
include a bank if it has a trust department, that are in the business of managing
investments.

(b) To be eligible for appointment under this section, an investment manager must be:
(1) registered under the [federal] Investment Advisors Act of 1940 (15 U.S. C. Section

80b-1 et seq.);
(2) a bank as defined by that Act; or
(3) an insurance company qualified to perform investment services under the laws of

more than one state.
(c) In a contract made under this section, the governing body shall specify any policies,

requirements, or restrictions, including criteria for determining the quality of investments
and for the use of standard rating services, that the governing body adopts for invest-
ments of the system.

(d) A political subdivision of which members of the public retirement system are
officers or employees may pay all or part of the cost of professional investment
management services under a contract under this section. Any cost not paid directly by a
political subdivision is payable from funds of the public retirement system.

Sec. 802.205 [42=20]. INVESTMENT CUSTODY ACCOUNT. (a) If the governing
body of a public retirement system contracts for professional investment management
services, it also shall enter into an investment custody account agreement designating a
state or national bank as custodian for all assets allocated to or generated under the
contract.

(b) Under a custody account agreement, the governing body of a public retirement
system shall require the designated bank to perform the duties and assume the responsi-
bilities for funds under the contract for which the agreement is established that are
performed and assumed, in the absence of a contract, by the custodian of system funds.

(c) A political subdivision of which members of the retirement system are officers or
employees may pay all or part of the cost of bank services under a custody account
agreement under this section. Any cost not paid directly by a political subdivision is
payable from funds of the public retirement system.

Sec. 802.206 [4=206]. EVALUATION OF INVESTMENT SERVICES. (a) The gov-
erning body of a public retirement system may at any time and shall at frequent intervals
monitor the investments made by any investment manager for the system. The govern-
ing body may contract for professional evaluation services to fulfill this requirement.
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(b) A political subdivision of which members of the retirement system are officers or
employees may pay all or part of the cost of professional evaluation services under a
contract under this section. Any cost not paid directly by a political subdivision is payable
from funds of the public retirement system.

Sec. 802.207 [1-2,=O]. CUSTODY AND USE OF FUNDS. (a) An investment manag-
er other than a bank having a contract with a public retirement system under Section
802.204 [12.204 of this subtitlo] may not be a custodian of any assets of the reserve fund
of the system.

(b) When demands of the public retirement system require, the governing body shall
withdraw from a custodian of system funds money for use in paying benefits to members
and other beneficiaries of the system and for other uses authorized by this subchapter
and approved by the governing body.

[Sections 802.208-802.300 [-12208-12. 3] reserved for expansion]

SUBCHAPTER D. ACTUARIAL ANALYSIS OF LEGISLATION

Sec. 802.301 [42.=3]. WHEN ACTUARIAL ANALYSIS REQUIRED. (a) Except as
provided by Subsection (f) [ef this seetio'n], a bill or resolution that proposes to change the
amount or number of benefits or participation in benefits of a public retirement system or
that proposes to change a fund liability of a public retirement system is required to have
attached to it an actuarial analysis as provided by this subchapter.

(b) An actuarial analysis required by this section must be prepared by an actuary who
is a fellow of the Society of Actuaries, a member of the American Academy of Actuaries,
or an enrolled actuary under the [foeral] Employees Retirement Income Security Act of
1974 (29 U.S.C. Section 1001 et seq.).

(c) A required actuarial analysis must be attached to the bill or resolution:
(1) at the time it is filed for introduction in either house of the legislature and before

a committee hearing on the bill or resolution is held; and
(2) at the time it is reported from a legislative committee of either house for

consideration by the full membership of a house of the legislature.
(d) An actuarial analysis must remain with the bill or resolution to which it is attached

throughout the legislative process, including the process of submission to the governor.
(e) A bill or resolution for which an actuarial analysis is required is exempt from the

requirement of a fiscal note as provided by Chapter 314 [Chapter 284, Ac i; of the 62rd
Legislature, Regular Session, 1973 (Articalo 5499e.-I, Varnon's Texas Ciil _statutes)g

(f) An actuarial analysis is not required for a bill or resolution that proposes to have an
economic effect on a public retirement system only by providing new or increased
administrative duties.

Sec. 802.302 [2,=O2]. ACTION BY STATE PENSION REVIEW BOARD. (a) When
a bill or resolution for which an actuarial analysis is required is filed for introduction in
either house of the legislature, the office in which the proposed legislation is filed shall
send a copy of the bill or resolution, accompanied by an actuarial analysis as required by
Section 802.801(c)(1) [12.301(c)(1) of this subtitle], to the State Pension Review Board.

(b) The State Pension Review Board may have a second actuary either review the
actuarial analysis accompanying the bill or resolution or prepare a separate actuarial
analysis.

(c) An actuary who reviews or prepares an analysis for the State Pension Review Board
must have at least five years of experience as an actuary working with one or more public
retirement systems and must be a fellow of the Society of Actuaries, a member of the
American Academy of Actuaries, or an enrolled actuary under the [fedoial] Employees
Retirement Income Security Act of 1974 (29 U.S.C. Section 1001 et seq.).

Sec. 802.303 [42=]. CONTENTS OF ACTUARIAL ANALYSIS. (a) An actuarial
analysis must show the economic effect of the bill or resolution on the public retirement
system affected, including a projection of the annual cost to the system of implementing
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the legislation for at least 10 years. If the bill or resolution applies to more than one
public retirement system, the cost estimates in the analysis may be limited to each
affected state-financed public retirement system and each affected public retirement
system in a city having a population of 200,000 or more.

(b) An actuarial analysis must include a statement of the actuarial assumptions and
methods of computation used in the analysis and a statement of whether or not the bill or
resolution, if enacted, will make the affected public retirement system actuarially un-
sound or, in the case of a system already actuarially unsound, more unsound.

(c) The projection of the effect of the bill or resolution on the actuarial soundness of the
system must be based on a computation of advanced funding of actuarial costs.

Sec. 802.804 [12,304]. COST OF ACTUARIAL ANALYSIS. The state may not pay the
cost of a required actuarial analysis that is prepared for a public retirement system not
financed by the state, except that a sponsor of the bill or resolution for which the analysis
is prepared may pay the cost of preparation out of funds available for the sponsor's
personal or office expenses.

CHAPTER 808 [(43]. PROPORTIONATE RETIREMENT PROGRAM

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 808.001 [1300]. DEFINITIONS

Sec. 808.002 [430]. PURPOSE OF CHAPTER

Sec. 808.008 [U00]. CONSTRUCTION OF CHAPTER

[Sections 808.004-808.100 [43.04-1300] reserved for expansion]

SUBCHAPTER B. PARTICIPATION AND MEMBERSHIP

Sec. 808.101 [4304]. PARTICIPATION BY RETIREMENT SYSTEMS

Sec. 808.102 [13402]. RETIREMENT SYSTEM MEMBERSHIP

[Sections 803.108-808.200 [13103-1.200] reserved for expansion]

SUBCHAPTER C. CREDITABLE SERVICE

Sec. 803.201 [432]. RETIREMENT ELIGIBILITY BASED ON
COMBINED SERVICE CREDIT

Sec. 803.202 [430]. SERVICE IN CERTAIN RETIREMENT SYSTEMS

[Sections 803.203-803.800 [3 303-13.300] reserved for expansion]

SUBCHAPTER D. BENEFITS

Sec. 808.801 [43.30]. COMPUTATION OF BENEFITS GENERALLY

Sec. 808.302 [43302]. COMPUTATION OF CERTAIN BENEFITS

[Sections 808.303-803.400 [43.303-4340] reserved for expansion]

SUBCHAPTER E. ADMINISTRATION

Sec. 808.401 [43.404]. ADMINISTRATION OF PROGRAM

Sec. 808.402 [13402]. RECORDS

Sec. 808.403 [43A03]. EMPLOYEES RETIREMENT SYSTEM REPORT

CHAPTER 803 [431. PROPORTIONATE RETIREMENT PROGRAM

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 80.001 [43=]. DEFINITIONS. In this chapter:
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(1) "Combined service credit" means the total of a person's service credit in only
those statewide retirement systems for which the total satisfies the length-of-service
requirements for service retirement at the person's attained age, and does not include:

(A) any service credit in a retirement system for which the total of a person's
service credit does not satisfy the length-of-service requirements for service retire-
ment at the person's attained age; or

(B) service credit earned with or allowed by a subdivision or municipality not
participating in the program provided by this chapter.
(2) "Service credit" means service that is in a person's account in a statewide

retirement system and that may be used to meet length-of-service requirements for
service retirement in that system.
(3) "Statewide retirement system" means the Employees Retirement System of

Texas, the Teacher Retirement System of Texas, the Judicial Retirement System of
Texas Plan One, the Judicial Retirement System of Texas Plan Two, the Texas County
and District Retirement System, or the Texas Municipal Retirement System.
Sec. 803.002 [43002]. PURPOSE OF CHAPTER. The purpose of this chapter is to

implement the authority granted the legislature by Article XVI, Section 67, of the Texas
Constitution to provide a program of proportionate benefits to qualified members of more
than one statewide retirement system. It is contrary to the purpose of this chapter for a
person or class of persons to receive, because of service in more than one statewide
retirement system, proportionately greater benefits from a particular system than a
person who has rendered faithful career service under that one system.

Sec. 803.008 [43=]. CONSTRUCTION OF CHAPTER. The provisions of this chap-
ter are exceptions to the other laws governing statewide retirement systems and prevail
over those laws to the extent of explicit conflict, but this chapter must be construed
strictly as against those laws.

[Sections 803.004-808.100 [43004-1440] reserved for expansion]

SUBCHAPTER B. PARTICIPATION AND MEMBERSHIP

Sec. 803.101 [4340 ]. PARTICIPATION BY RETIREMENT SYSTEMS. (a) Except
as provided by Subsection (b) [of this scotion], each statewide retirement system is
required to participate in the program of proportionate retirement benefits provided by
this chapter.

(b) A subdivision participating in the Texas County and District Retirement System or a
municipality participating in the Texas Municipal Retirement System is not required to
participate in the proportionate retirement program if the subdivision or municipality
elected not to participate under the authority of former law and has not revoked the
election under Subsection (c) [eoithi-sootio].

(c) A subdivision or municipality that elected not to participate in the proportionate
retirement program may revoke the election and elect to participate. An election to
participate may be made by vote of the governing body of the subdivision or municipality
in the manner required for official actions of the governing body. The governing body
shall send notice of an election to participate to the board of trustees of the retirement
system in which the subdivision or municipality participates.

(d) The effective date of participation in the proportionate retirement program by a
subdivision or municipality electing to participate under Subsection (c) [of-this-seetion] is
the first day of the month after the month in which the appropriate board of trustees
receives notice of an election.

(e) Participation in the proportionate retirement program includes all persons who are
members of a statewide retirement system and, in the case of members of the Texas
County and District Retirement System or the Texas Municipal Retirement System, who
are also employees or former employees of a subdivision or municipality participating in
the proportionate retirement program.
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Sec. 808.102 [13402]. RETIREMENT SYSTEM MEMBERSHIP. (a) Membership in
a statewide retirement system does not terminate because of absence from service
covered by that system during a period for which the member earns service credit in
another statewide retirement system for service performed for an employer other than a
subdivision or municipality not participating in the program provided by this chapter.

(b) A person may continue membership in a statewide retirement system while absent
from service with all statewide retirement systems if the person would be eligible, under
the laws governing that system, to continue membership if the person's combined service
credit had been earned in that system.

(c) In this nection, a person's absence from service begins on the day after the last day
of service covered by any statewide retirement system.

[Sections 808.108-808.200 [43 403-13 900] reserved for expansion]

SUBCHAPTER C. CREDITABLE SERVICE

Sec. 808.201 [3,20]. RETIREMENT ELIGIBILITY BASED ON COMBINED SER-
VICE CREDIT. (a) A person who has membership in two or more statewide retirement
systems is subject to the laws governing each of those systems for determination of the
person's eligibility for service retirement benefits from each system, except that, for the
purpose of determining whether a person meets the length-of-service requirements for
service retirement of a system, the person's combined service credit must be considered
as if it were all credited in each system.

(b) A person's combined service credit is useable only in determining eligibility for
service retirement benefits and may not be used in determining:

(1) eligibility for disability retirement benefits, death benefits, or any type of benefit
other than service retirement benefits; nor

(2) the amount of any type of benefit.
(c) A person receiving service retirement or lifetime disability retirement benefits from

one or more statewide retirement systems may use the program provided by this chapter
to qualify for subsequent service retirement under another statewide retirement system
in which the person has service credit, if the person was not eligible to retire under the
latter system at the time of previous service retirement, or qualification for lifetime
disability retirement benefits[,] from a statewide retirement system, or if the person's
previous retirement was not based on combined service credit.

(d) Service credit earned with or allowed by more than one statewide retirement system
for the same period of time may be counted only once in determining the amount of a
person's combined service credit.

Sec. 808.202 [13202]. SERVICE IN CERTAIN RETIREMENT SYSTEMS. The board
of trustees of the Employees Retirement System of Texas by rule may:

(1) consider the classes of service in the Employees Retirement System of Texas as if
they were, for purposes of this chapter, classes in separate statewide retirement
systems; or

(2) permit a person who is retiring exclusively from retirement systems administered
by the board to use the shortest length-of-service requirement provided for retirement
in any class in which the person has service credit.

[Sections 80.208-808.800 [434300] reserved for expansion]

SUBCHAPTER D. BENEFITS

Sec. 808.801 [432301]. COMPUTATION OF BENEFITS GENERALLY. The amount
of a benefit payable by a statewide retirement system is determined according to and in
the manner prescribed by laws governing that system and is based solely on a person's
service credit in that system.

Ch. 179, § 1
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Sec. 803.302 [ 02]. COMPUTATION OF CERTAIN BENEFITS. (a) If payable to
or on behalf of a person who has used combined service credit to qualify for benefits from
at least one statewide retirement system, each of the following types of benefits must be
computed as provided by Subsection (b) [e this seat-on.]:

(1) a base retirement annuity that does not vary in amount directly with the amount
of a person's service credit;

(2) a fixed lump-sum death benefit payable on the death of a retiree;

(3) any death benefit payable on the death of a retiree who received service retire-
ment benefits; and

(4) a survivor benefit payable to a beneficiary of a deceased retiree of the Teacher
Retirement System of Texas.

(b) The amount of a benefit payable under Subsection (a) [of this seation] by a
statewide retirement system is a percentage, but not more than 100 percent, of the
benefit that would be or would have been payable if the person retired or had retired on
the basis of only the service that is credited in that system. The percentage applied is
equal to the amount of service credit in that system, divided by the amount of service
credit that would be or would have been required for the benefit if the person retired or
had retired on the basis of only the service that is credited in that system.

[Sections 803.303-808.400 [13 303-13,400] reserved for expansion]

SUBCHAPTER E. ADMINISTRATION

Sec. 808.401 [434A-]. ADMINISTRATION OF PROGRAM. (a) The board of trust-
ees of each statewide retirement system may adopt rules it finds necessary to implement
the proportionate retirement program provided by this chapter.

(b) Each statewide retirement system, under this chapter and other laws governing the
particular system, is responsible for determining:

(1) the eligibility of its members for benefits, including whether sufficient combined
service credit exists to qualify members for proportionate retirement benefits from that
system; and

(2) the amount and duration of proportionate retirement benefits payable by that
system.

(c) Each statewide retirement system shall cooperate with the other statewide retire-
ment systems in the implementation of the proportionate retirement program.

Sec. 803.402 [13402]. RECORDS. Records of members and beneficiaries of a state-
wide retirement system that are in the custody of the system are considered to be
personnel records and confidential information under Chapter 424, Acts of the 63rd
Legislature, Regular Session, 1973 (Article 6252-17a, Vernon's Texas Civil Statutes),
except that the records or information in the records may be transferred between
statewide retirement systems to the extent necessary to administer the proportionate
retirement program provided by this chapter.

Sec. 803.403 [4403]. EMPLOYEES RETIREMENT SYSTEM REPORT. Before De-
cember 16 of each even-numbered year, the Employees Retirement System of Texas shall
report to the governor and the Legislative Budget Board the current and long-range fiscal
and actuarial effects of the proportionate retirement program on that system and shall
include in its biennial budget estimates a reasonable amount for reimbursement of
expenses incurred by the system in performing duties required of the system under this
chapter.
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SUBTITLE B [G]. EMPLOYEES RETIREMENT SYSTEM OF TEXAS

CHAPTER 811 [2-]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 811.001 [91001]. DEFINITIONS

Sec. 811.002 [21,- ]. PURPOSE OF SUBTITLE

Sec. 811.008 [24.003]. RETIREMENT SYSTEM

Sec. 811.004 [2-.04]. POWERS AND PRIVILEGES

Sec. 811.005 [24W]. EXEMPTION FROM EXECUTION

Sec. 811.006 [2-1005]. ACTION INCREASING AMORTIZATION PERIOD

[Sections 811.007-811.100 [24-2440] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

Sec. 811.101 [24404]. CONVERSION OF FUNDS; FRAUD

Sec. 811.102 [24402]. PENALTIES

SUBTITLE B [P]. EMPLOYEES RETIREMENT SYSTEM OF TEXAS

CHAPTER 811 [24]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 811.001 [2-1004]. DEFINITIONS. In this subtitle:
(1) "Accumulated contributions" means the total of amounts in a member's individual

account in the employees saving account, including:
(A) amounts deducted from the compensation of the member;
(B) other member deposits required to be placed in the member's individual

account; and
(C) interest credited to amounts in the member's individual account.

(2) "Actuarially reduced annuity" means an annuity payable on retirement or death
occurring before a normal retirement age, the amount of which is determined by
computing, using the amount of the member's service credit, the standard service
retirement annuity payable at a normal retirement age and reducing it, under tables
adopted by the board, by the factor applicable because of the attained age of the
member.
(3) "Annuity" means an amount of money payable in monthly installments for a

guaranteed period or for life, as determined by this subtitle.
(4) "Appointed officer or employee" means a person who holds a position that

requires adherence to laws and rules of the state applicable to its employees, and who is
paid a salary from state funds.

(5) "Board of trustees" means the persons appointed or elected under Subchapter A
of Chapter 815 [25 of this subtitle] to administer the retirement system.

(6) "Combined retirement annuity" means the amount payable on retirement for
service credited as a member of the employee class of membership plus any supplemen-
tal amount payable from the law enforcement and custodial officer supplemental
retirement fund.

(7) "Compensation" means the base salary of a person, including amounts that would
otherwise qualify as compensation but are not received directly by the person pursuant
to a good faith, voluntary, written salary reduction agreement in order to finance
payments to a deferred compensation or tax sheltered annuity program specifically
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authorized by state law or to finance benefit options under a cafeteria plan qualifying
under Section 125 of the Internal Revenue Code of 1986 (26 U.S.C. Section [See,] 125),
plus longevity and hazardous duty pay and includes nonmonetary compensation, the
value of which is determined by the retirement system, and amounts by which the
person's salary is reduced under a salary reduction agreement authorized by Article
6252-3d, Revised Statutes, but excludes overtime pay.

(8) "Custodial officer" means a member of the retirement system who is employed by
the Texas Department of Corrections and certified by that department as having a
normal job assignment that requires frequent or infrequent regularly planned contact
with, and in close proximity to, inmates of that institution without the protection of
bars, doors, security screens, or similar devices and includes assignments normally
involving supervision or the potential for supervision of inmates in inmate housing
areas, educational or recreational facilities, industrial shops, kitchens, laundries, medi-
cal areas, agricultural shops or fields, or in other areas on or away from property of the
institution.

(9) "Law enforcement officer" means a member of the retirement system who has
been commissioned as a law enforcement officer by the Department of Public Safety,
the Texas Alcoholic Beverage Commission, the State Purchasing and General Services
Commission, Capitol Area Security Force, or the Parks and Wildlife Department and
who is recognized as a commissioned law enforcement officer by the Commission on
Law Enforcement Officer Standards and Education.

(10) "Membership service" means service in a position included in a class of member-
ship, including service performed in the position before holders of the position were
eligible or required to be members of the retirement syAtem.

(11) "Normal retirement age" means an age at which a member is entitled to receive
a service retirement annuity without reduction because of age.

(12) "Occupational death or disability" means death or disability from an injury or
disease that directly results from a specific act or occurrence determinable by a definite
time and place, and directly results from an inherent risk or hazard peculiar to a duty
that arises from and in the course of state employment.

(13) "Position" means an office held by an elected or appointed officer or a job or
other regular employment held by an employee, which office, job, or employment is
included in a class of membership.

(14) "Retiree" means a person who, except as provided by Section 812.203 [2223] or
814.209 [24.2909 f this subtitle], receives an annuity based on service that was credited
to the person in a class of membership.

(15) "Retirement system" means the Employees Retirement System of Texas.

(16) "Service credit" means the amount of membership and military service ascribed
to a person's account in the retirement system for which all required contributions have
been made to, and are being held by, the retirement system.

(17) "Temporary employee" means a person who has a position only until another
person can be hired, only for the duration of a project scheduled to end less than six
months after the date of hiring, only until a specific date less than six months after the
date of hiring, or only until a volume of work is completed that is estimated to be
completed in less than six months after the date of hiring.

Sec. 811.002 [21=O2]. PURPOSE OF SUBTITLE. The purpose of this subtitle is to
establish a program of benefits for members, retirees, and other beneficiaries of the
retirement system and to establish rules for the management and operation of the
retirement system.

Sec. 811.003 [ZL03]. RETIREMENT SYSTEM. The retirement system is a public
entity. Except as provided by Section 815.804 [295 3013 of this subtitle], the Employees
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Retirement System of Texas is the name by which all its business shall be transacted, all
its funds invested, and all its cash, securities, and other property held.

Sec. 811.004 [21.004]. POWERS AND PRIVILEGES. The retirement system has the
powers, privileges, and immunities of a corporation, as well as the powers, privileges, and
immunities conferred by this subtitle.

Sec. 811.005 [21005]. EXEMPTION FROM EXECUTION. All retirement annuity
payments, optional benefit payments, member contributions, money in the various retire-
ment system funds, and rights accrued or accruing under this subtitle to any person are
exempt from garnishment, attachment, state and local taxation, levies, sales, and any
other process, and are unassignable except as provided by Section 813.108 [93.103 of this
subtitle].

Sec. 811.006 [21000]. ACTION INCREASING AMORTIZATION PERIOD. (a) A
rate of member or state contributions to or a rate of interest required for the establish-
ment of credit in the retirement system may not be reduced or eliminated, a type of
service may not be made creditable in the retirement system, a limit on the maximum
permissible amount of a type of creditable service may not be removed or raised, a new
monetary benefit payable by the retirement system may not be established, and the
determination of the amount of a monetary benefit from the system may not be increased,
if, as a result of the particular action, the time, as determined by an actuarial valuation,
required to amortize the unfunded actuarial liabilities of the retirement system would be
increased to a period that exceeds 30 years by one or more years.

(b) If the amortization period for the unfunded actuarial liabilities of the retirement
system exceeds 30 years by one or more years at the time an action described by
Subsection (a) [oi-thisseetien].js proposed, the proposal may not be adopted if, as a result
of the adoption, the amortization period would be increased, as determined by an actuarial
valuation.

[Sections 811.007-811.100 [ 0 ] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

Sec. 811.101 [21401]. CONVERSION OF FUNDS; FRAUD. (a) A person commits
an offense if the person knowingly or intentionally confiscates, misappropriates, or
converts funds representing deductions from a member's salary either before or after the
funds are received by the retirement system.

(b) A person commits an offense if the person knowingly or intentionally makes a false
statement or falsifies or permits to be falsified any record of the retirement system in an
attempt to defraud the retirement system.

(c) A member commits an offense if the member knowingly receives as a salary money
that should have been deducted as provided by this subtitle from the member's salary.

(d) A person commits an offense if the person knowingly or intentiorially violates an
applicable requirement of this subtitle other than one described by Subsection (a), (b), or(c) (fti 0to]

Sec. 811.10 [24402]. PENALTIES. (a) An offense under Section 811.101(a)
[21401W(a)] or 811.101(b) [2 101(b) of this subtitl!] is a felony punishable by imprisonment
in the Texas Department of Corrections for not less than one nor more than five years.

(b) An offense under Section 811.101(c) [2.101(o) of this subtitlo] is a misdemeanor
punishable by a fine of not less than $100 nor more than $5,000.

(c) An offense under Section 811.101(d) [21(101(d) of thi4 ubt ite] is a misdemeanor
punishable by a fine of not less than $100 nor more than $1,000.
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CHAPTER 812 [22]. MEMBERSHIP

SUBCHAPTER A. MEMBERSHIP

See. 812.001 [22003]. MEMBERSHIP CLASSES

Sec. 812.002 [22M2]. MEMBERSHIP IN ELECTED CLASS

Sec. 812.008 [22003]. MEMBERSHIP IN EMPLOYEE CLASS

See. 812.004 [22A04]. TEMPORARY EMPLOYEES OVER 65

Sec. 812.005 [22=5]. TERMINATION OF MEMBERSHIP

[Sections 812.006-812.100 [22006-2240 ] reserved for expansion]

SUBCHAPTER B. WITHDRAWAL OF CONTRIBUTIONS

Sec. 812.101 [22403]. CRITERIA FOR WITHDRAWAL

Sec. 812.102 [22402]. PROCEDURE FOR WITHDRAWAL

Sec. 812.103 [22403]. EFFECT OF WITHDRAWAL

Sec. 812.104 [22404]. DEPOSITS REFUNDABLE

[Sections 812.105-812.200 [2 105,-22.200] reserved for expansion]

SUBCHAPTER C. RESUMPTION OF STATE SERVICE BY A RETIREE

Sec. 812.201 [22,204]. ELIGIBILITY FOR RETIREMENT SYSTEM MEMBERSHIP

Sec. 812.202 [222]. BENEFITS NOT AFFECTED

Sec. 812.203 [22,203]. BENEFITS AFFECTED

Sec. 812.204 [22.204]. NOTICE

CHAPTER 812 [22]. MEMBERSHIP

SUBCHAPTER A. MEMBERSHIP

Sec. 812.001 [2200]. MEMBERSHIP CLASSES. The two classes of membership in
the retirement system are the elected class and the employee class.

See. 812.002 [22.002]. MEMBERSHIP IN ELECTED CLASS. (a) Membership in the
elected class of the retirement system is limited to:

(1) persons who hold state offices that are normally filled by statewide election and
that are not included in the coverage of the Judicial Retirement System of Texas Plan
One or the Judicial Retirement System of Texas Plan Two;

(2) members of the legislature; and
(3) district and criminal district attorneys, to t1 e extent that they receive salaries

from the state general revenue fund.
(b) Membership in the elected class is optional.
(c) An eligible person becomes a member of the elected class by filing a notice of

intention to become a member with the board of trustees on a form prescribed by the
board.

Sec. 812.008 [22003]. MEMBERSHIP IN EMPLOYEE CLASS. (a) Except as provid-
ed by Subsection (b) [of this 4stion], membership in the employee class of the retirement
system includes all employees and appointed officers of every d 2partment, commission,
board, agency, or institution of the state except:

(1) independent contractors and their employees performing work for the state;
(2) persons disqualified from membership under Section 812.201 [2 203-4--this

subtitle]; and



71st LEGISLATURE-REGULAR SESSION

(3) persons disqualified from membership under Section 812.004 [2.004-of-thissu til].
(b) An office or employment that is included in the coverage of the Teacher Retirement

System of Texas, the Judicial Retirement System of Texas Plan One, or the Judicial
Retirement System of Texas Plan Two is not a position with a department, commission,
board, agency, or institution of the state for purposes of this subtitle.

(c) Membership in the employee class is mandatory for eligible persons.
(d) Membership in the employee class begins on the first day a person is employed or

holds office.
Sec. 812.004 [22,004]. TEMPORARY EMPLOYEES OVER 65. (a) A person who is

at least 65 years old, who is not a member of the retirement system, and who is hired as a
temporary employee is not required to become a member of the retirement system during
the first six months of employment.

(b) A person described by Subsection (a) [of-thissetion] becomes a member of the
retirement system on the first day of the seventh calendar month in which the person is
employed, unless the person has previously elected to become a member as provided by
Subsection (c) [of this. s.etion].

(c) A person described by Subsection (a) [of this soetion] may make an election to
become a member by having an application for membership filed with the retirement
system not later than the 30th day after the person's first day of employment. The
person must submit the application, on a form prescribed by the retirement system, to the
disbursing officer of the department or agency by which the person is employed. The
disbursing officer shall transmit the application to the retirement system.

(d) If a person elects to become a member as provided by Subsection (c) [oG-this
soeetion], the person's membership is considered to have begun on the first day of
employment, and contributions are due for the first month of employment and are
payable for each subsequent month of employment. The retirement system shall grant
service credit as required by Section 813.201 [23.201 of this -ubtit lo].

(e) A person described by Subsection (a) [of this section] who does not elect to become a
member as provided by Subsection (c) [of-this-section] may not establish credit in the
retirement system for service performed during the first six months of employment.

Sec. 812.005 [22,005]. TERMINATION OF MEMBERSHIP. (a) A person's member-
ship in the retirement system is terminated by:

(1) death of the person;
(2) retirement based on service credited in all classes of membership in which the

person has service credit;
(3) withdrawal of all of the person's accumulated contributions; or
(4) transfer of the person's accumulated contributions under Section 815.50209

[25.502(f) of thie subtitle].
(b) A person terminates membership in one class of membership by:

(1) retirement based on service credited in the class; or
(2) withdrawal of the person's accumulated contributions for service credited in the

class.
(c) A person may terminate membership in one class and retain membership in the

other.

[Sections 812.008-812.100 [22.00-22400] reserved for expansion]

SUBCHAPTER B. WITHDRAWAL OF CONTRIBUTIONS

See. 812.101 [2240-]. CRITERIA FOR WITHDRAWAL. (a) A member of the retire-
ment system may withdraw all of the member's accumulated contributions for service
credited in the employee class of membership if:

610
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(1) the member does not hold a position included in that class;
(2) the member does not assume or resume, during the calendar month following the

month in which the member terminates employment, a position included in that class;
and

(3) the member's application for withdrawal is filed before the member assumes or
resumes a position included in that class.
(b) A member of the retirement system currently contributing in the elected class of

membership may at any time stop contributing and withdraw the person's [ha--ho ]
contributions made for service credited in that class.

Sec. 812.102 [22402]. PROCEDURE. FOR WITHDRAWAL. A member initiates a
withdrawal of contributions by filing an application for a refund with the retirement
system or the agency or department with which the member holds or most recently held a
position.

Sec. 812.103 [22403]. EFFECT OF WITHDRAWAL. A withdrawal of contributions
cancels a member's service credit and terminates the person's [hia-e-ha] membership in,
and all rights to benefits from, each class from which the withdrawal is made.

Sec. 812.104 [22404]. DEPOSITS REFUNDABLE. (a) Deposits representing inter-
est or membership fees that are required of a member to establish service credit under
Section 818.202, 818.802, 818.402, or 818.502 [23.202, 93 302, 03,402, or 3.502. of thi
subtitle] are not refundable.

(b) Deposits representing accumulated contributions are refundable to the member on
application for a refund made as provided by Section 812.102 [22.102 of this subtitl].

[Sections 812.105-812.200 [22405-22200] reserved for expansion]

SUBCHAPTER C. RESUMPTION OF STATE SERVICE BY A RETIREE

Sec. 812.201 [22,20]. ELIGIBILITY FOR RETIREMENT SYSTEM MEMBERSHIP.
(a) Except as provided by Subsection (c) [e ], a retiree may not rejoin the
retirement system as a member of the class from which th person retired.

(b) A retiree who takes a position not included in a membership class from which the
retiree receives retirement benefit payments:

(1) is required to become or remain a member if the position is included in the
employee class; or

(2) may elect to become or remain a member if the position is included in the elected
class.
(c) A person who is retired from the elected class of membership, [amd] who held

[h"~4] a position included in that class after retirement, and who elected [nwaj-eko] to
become a member by filing notice with the retirement system before December 31, 1983,[,
Membeoirhip begins on the date otice is filed, and the member] may establish credit as
prcvided by Section 813.402 [2 3.402 of this subtit!]. When benefit payments are
resumed, the retirement system shall recompute the annuity selected at the time of the
person's original retirement to include the additional service established during member-
ship under this subsection.

Sec. 812.202 [22202]. BENEFITS NOT AFFECTED. (a) The payment of benefits to
a retiree is not affected by:

(1) the retiree's taking a position included in a class of membership other than a class
from which the person retired; or

(2) the retiree's serving the state as an independent contractor.
(b) The payment of benefits to a retiree for service credited in the employee class of

membership is not affected by the retiree's taking, fcr six months or less within any fiscal
year, a position included in the employee class.

Sec. 812.203 [22,203]. BENEFITS AFFECTED. (a) The retirement system shall sus-
pend annuity payments to a retiree for service that was credited to the retiree in the
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employee class if the retiree holds a position included in the employee class for more than
six months in any one fiscal year:

(1) until the retiree no longer holds a position included in the employee class; or

(2) until the next fiscal year, whichever comes first.

(b) In determining the number of months a retiree has held a position included in the
employee class, the retirement system shall consider as a full month any part of a month
for which the retiree receives compensation for service in the position.

(c) Time during which retirement benefit payments are suspended as provided by this
section does not reduce the number of months Oayments are to be made under an optional
benefit plan providing for a specific amount of benefits for a guaranteed number of
months after retirement.

(d) If a retiree takes the oath for a position included in the elected class of membership,
the retirement system shall suspend annuity payments to the person for service that was
credited in that class, until the person no longer holds that position.

(e) If a member who originally retired before January 1, 1975, with service credited at
the time of that retirement only in the elected class of membership again retires, the
person at the time of subsequent retirement may select an annuity based on service in the
elected class as if the person were retiring for the first time. If the person selects an
annuity under [Subdivision (3) or (4) of Subetion (e) of] Section 814.108(c)(3) or (c)(4)
[2.108 of this subtitle], the retirement system shall reduce the number of months of
guaranteed payment by the number of months for which an annuity was paid under the
person's original retirement.

Sec. 812.204 [22r204]. NOTICE. (a) Before a retiree begins work in a position includ-
ed in the employee class of membership, the retiree and the head of the department,
commission, board, agency, or institution at which the retiree will resume state service
each shall notify the retirement system in writing of the retiree's name, the taking of a
position, and the projected dates of service.

(b) Before a retiree from the elected class of membership takes the oath of office for a
position included in that class, the retiree shall notify the retirement system in writing of
the taking of a position and the projected dates of service.

Ch. 179, § I
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CHAPTER 813 [23]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 813.001 [23,001]. TYPES OF CREDITABLE SERVICE

Sec. 813.002 [23002]. SERVICE CREDITABLE IN A YEAR

[Sections 818.008-818.100 [28.003-23100] reserved for expansion]
SUBCHAPTER B. PROVISIONS GENERALLY APPLICABLE TO

ESTABLISHMENT OF SERVICE

Sec. 818.101 [23 101 DETERMINATION OF REQUIRED DEPOSITS
Sec. 818.102 [23402]. SERVICE CREDIT PREVIOUSLY CANCELED

Sec. 818.108 [234 3 ]. LOAN TO ESTABLISH SERVICE

[Sections 818.104-813.200 [23404-23,200] reserved for expansion]

SUBCHAPTER C. ESTABLISHMENT OF MEMBERSHIP SERVICE
Sec. 818.201 [23.201]. CURRENT SERVICE

Sec. 818.202 [23,202]. MEMBERSHIP SERVICE NOT PREVIOUSLY ESTABLISHED
[Sections 813.203-818.300 [23,203-23.300] reserved for expansion]

SUBCHAPTER D. ESTABLISHMENT OF MILITARY SERVICE

See. 818.801 [23,301]. CREDITABLE MILITARY SERVICE
Sec. 818.302 [23,302]. MILITARY SERVICE NOT PREVIOUSLY ESTABLISHED

Sec. 818.808 [23303]. SERVICE CREDITED TO MEMBERSHIP CLASS
Sec. 818.304[23,304]. USE OF MILITARY SERVICE CREDIT

[Sections 813.305-818.400 [23305-23400] reserved for expansion]

SUBCHAPTER E. PROVISIONS APPLICABLE TO ELECTED CLASS
Sec. 813.401 [23A0-1]. SERVICE CREDITABLE IN ELECTED CLASS

Sec. 818.402 [23.402]. CREDIT FOR YEAR IN WHICH ELIGIBLE FOR OFFICE

Sec. 813.403 [23403]. ELIGIBILITY FOR SERVICE CREDIT
PREVIOUSLY CANCELED

Sec. 818.404 [23A04]. CONTRIBUTIONS FOR SERVICE NOT
PREVIOUSLY ESTABLISHED

[Sections 813.405-813.500 [23.05-23,500] reserved for expansion]

SUBCHAPTER F. PROVISIONS APPLICABLE TO EMPLOYEE CLASS
Sec. 818.501 [23.501]. SERVICE CREDITABLE IN EMPLOYEE CLASS

See. 813.502 [23502]. ADMINISTRATIVE BOARD SERVICE
Sec. 813.508 [23,503]. CREDIT TRANSFERABLE FROM ELECTED

TO EMPLOYEE CLASS

Sec. 813.504 [23,504]. ELIGIBILITY FOR SERVICE CREDIT
PREVIOUSLY CANCELED

Sec. 813.505 [23,505]. CONTRIBUTIONS FOR SERVICE NOT
PREVIOUSLY ESTABLISHED

Sec. 818.506 [23,506]. CUSTODIAL OFFICER SERVICE

Sec. 813.507 [23.50]. SERVICE OF PERSONS WHO BECAME HIGHWAY
DEPARTMENT EMPLOYEES

Sec. 813.508 [23,508]. SERVICE OF CERTAIN MENTAL HEALTH AND
MENTAL RETARDATION EMPLOYEES
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CHAPTER 813 [23]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 818.001 [23,00&]. TYPES OF CREDITABLE SERVICE. The types of service
creditable in the retirement system are membership service and military service.

Sec. 81.002 [23,002]. SERVICE CREDITABLE IN A YEAR. The board of trustees
by rule shall determine how much service in any year is equivalent to one year of
creditable service, but in no case may all of a person's service in one year be creditable as
more than one year of service.

[Sections 818.008-818.100 [23,003-234-00] reserved for expansion]

SUBCHAPTER B. PROVISIONS GENERALLY APPLICABLE TO
ESTABLISHMENT OF SERVICE

Sec. 818.101 [23410]. DETERMINATION OF REQUIRED DEPOSITS. The retire-
ment system shall determine in each case the amount of money to be deposited by a
member claiming credit for membership or military service previously canceled or not
previously established. The system may not provide benefits based on the claimed
service until the determined amount has been fully paid.

Sec. 818.102 [234-02]. SERVICE CREDIT PREVIOUSLY CANCELED. (a) A mem-
ber who has withdrawn contributions and canceled service credit in a class of membership
may, if eligible as provided by Section 818.408 [23.403] or 818.504 [93.504 ef this subtitle],
reestablish the canceled service credit in the retirement system.

(b) A member may reestablish credit by depositing with the retirement system in a
lump sum the amount withdrawn from a membership class, plus all membership fees due,
plus interest computed on the basis of the state fiscal year at an annual rate of five
percent from the date of withdrawal to the date of redeposit.

Sec. 818.108 [23403]. LOAN TO ESTABLISH SERVICE. (a) A member who is
retiring, who previously waived membership in the retirement system, and who held a
position included in the employee class of membership for at least 60 of the 120 months
immediately preceding September 1, 1977, may assign retirement benefits to secure a loan
for the sole purpose of establishing service credit in the system.

(b) At the time a member establishes credit- under this section, the retirement system
shall grant the member service credit for any membership service performed before
September 1, 1947, that is not already credited.

[Section 818.104-818.200 [23444-2320] reserved for expansion]

SUBCHAPTER C. ESTABLISHMENT OF MEMBERSHIP SERVICE

Sec. 818.201 [2320-]. CURRENT SERVICE. Service is credited in the applicable
membership class for each month in which a member holds a position and for which the
required contributions are made by the member and the state.

See. 818.202 [23.202]. MEMBERSHIP SERVICE NOT PREVIOUSLY ESTAB-
LISHED. (a) Except as provided by Section 818.402 [23402 of this subtitle] and Subsec-
tion (b) [of-this-seetion], any member may establish service credit in the retirement system
for membership service not previously established.

(b) Membership service not previously credited because of a waiting period required
before September 1, 1958, may be established only by a contributing member.

(c) Except as provided by Subsection (d) [of this s ation], a member may establish credit
under this section by depositing with the retirement system in a lump sum a contribution
computed as provided by Section 818.404 [23A04] or 818.505 [23.505 of this iubtitle], plus
all membership fees due, plus interest computed on the basis of the state fiscal year at an
annual rate of 10 percent from the date the service was performed to the date of deposit.

Ch. 179, § I
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(d) A member claiming credit for service not previously creditable because of a waiting
period required before September 1, 1958, is exempt from the payment of interest on the
required contribution if the member establishes the credit before the first anniversary of
the person's becoming a member of the retirement system.

(e) The state shall contribute for service established under this section an amount in the
same ratio to the member's contribution for the service as the state's contribution bears
to the contribution for current service required of a member of the employee class at the
time the service is established under this section.

[Sections 813.208-813.800 [92]202-20 ] reserved for expansion]

SUBCHAPTER D. ESTABLISHMENT OF MILITARY SERVICE

Sec. 813.301 [23,30]. CREDITABLE MILITARY SERVICE. (a) Military service
creditable in the retirement system is active federal duty as a member of the armed
forces of the United States during a time, or within 12 months after a time, that the
United States is or was engaged in:

(1) organized conflict, whether a state of war or a police action invol-ing conflict with
foreign forces; or

(2) a crisis in this country.
(b) The board of trustees by rule shall determine the periods recognized for purposes of

this subtitle as times of organized conflict or crisis.
(c) A member may not establish more than 60 months of service credit in the retirement

system for military service.
Sec. 813.302 [2332]. MILITARY SERVICE NOT PREVIOUSLY ESTABLISHED.

(a) An eligible member may establish service credit in the retirement system for military
service performed that is creditable as provided by Section 813.801 [23,304--0ithis
subtitle].

(b) A member eligible to establish military service credit is one who:
(1) does not receive and is not eligible to receive federal retirement payments based

on 20 years or more of active federal military duty or its equivalent;
(2) has been released from military duty under conditions not dishonorable; and
(3) has credit in the retirement system for membership service performed after the

member's date of release from active military duty.
(c) A member may establish credit under this section by depositing with the retirement

system in a lump sum a contribution computed as provided by Section 813.404 [23A404] or
813.505 [23.505 ef this subtitlo], plus, if the member does not establish the credit before
the first anniversary of the date of first eligibility, interest computed on the basis of the
state fiscal year at an annual rate of 10 percent from the date of first eligibility to the
date of deposit.

(d) The state shall contribute for service established under this section an amount in the
same ratio to the member's contribution for the service as the state's contribution bears
to the contribution for current service required of a member of the employee class at the
time the service is established under this section. The state's contribution shall be paid
from the fund from which the member receives compensation at the time the service is
established or, if the member does not hold a position at the time the service is
established, from the fund from which the member received compensation when the
member most recently held a position.

(e) The board of trustees may require members applying for credit under this section to
submit any information the board finds necessary to enable it to determine eligibility for
or amount of service or amounts of required contributions.

Sec. 813.303 [23,303]. SERVICE CREDITED TO MEMBERSHIP CLASS. (a) Except
as provided by Subsection (b) [ef this seetien] or Section 813.304(d) [23 304(d)- o this
su;btle], military service is creditable in a class of membership that includes a position

Ch. 179, § 1
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held by the member who performed the service after the date of release from active
military duty.

(b) Military service performed by a person who was a contributing member immediately
before the date the member began military duty may be credited, at the option of the
member, in the class of membership that includes the position held by the member
immediately before the date the member began the military duty.

Sec. 818.804 [23,304]. USE OF MILITARY SERVICE CREDIT. (a) The retirement
system shall use military service credit in computing occupational disability retirement
benefits and death benefits and in determining eligibility to select an optional death
benefit plan.

(b) The retirement system shall use military service credit established before January
1, 1978, in computing service retirement or nonoccupational disability retirement benefits
only if the member has, without military service credit, at least 10 years of service credit
in the employee class or at least 6 years of service credit in the elected class.

(c) The retirement system shall use military service credit established on or after
January 1, 1978, in computing service retirement or nonoccupational disability retirement
benefits only if the member who has the military service credit has enough service credit,
exclusive of the military service credit, to be eligible for service retirement benefits at age
60.

(d) The board of trustees by rule may permit a person who retires with at least 10
years of service credit, excluding military service credit, to receive service retirement
benefits as an elected officer for the percentage of the person's military service credit,
but not more than 100 percent, that is derived by dividing the number of months served
as an elected officer by 96 months.

[Sections 818.805-818.400 [2344-23400] reserved for expansion]

SUBCHAPTER E. PROVISIONS APPLICABLE TO ELECTED CLASS

Sec. 818.401 [23.404]. SERVICE CREDITABLE IN ELECTED CLASS. Service credit-
able in the elected class of membership is:

(1) membership service in an office included in that class; and
(2) military service established as provided by Subchapter D [o-this e ae te#].

Sec. 818.3402 [23AW42]. CREDIT FOR YEAR IN WHICH ELIGIBLE FOR OFFICE. (a)
A contributing member may establish service credit in the elected class for any calendar
year during any part of which:

(1) the member held an office included in that class; or

(2) the member was eligible to take the oath for an office included in that class.
(b) A contributing member may establish credit under this section by depositing with

the retirement system in a lump sum a contribution computed as provided by Section
818.404 [23.J0). of this, subtitlo], plus all membership fees due, plus interest computed at
an annual rate of 10 percent from the fiscal year in which the service was performed to
the date of deposit.

Sec. 818.408 [23AO3]. ELIGIBILITY FOR SERVICE CREDIT PREVIOUSLY CAN-
CELED. A member may, under Section 818.102(b) [23.102(b) of thin aubtitlo], reestablish
service credit previously canceled if the member, after cancellation of the credit, takes an
oath of office for a position included in the elected class.

See. 813.404 [23404]. CONTRIBUTIONS FOR SERVICE NOT PREVIOUSLY ES-
TABLISHED. For each month of membership or military service not previously credited
in the retirement system, a member claiming credit in the elected class shall pay a
contribution in an amount equal to the greater of:

(1) eight percent of the monthly salary paid to members of the legislature at the time
the credit is established; or
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(2) six percent of the monthly state salary paid to a person who holds, at the time the
credit is established, the office for which credit is sought.

[Sections 818.405-818.500 [23,405 93500] reserved for expansion]

SUBCHAPTER F. PROVISIONS APPLICABLE TO EMPLOYEE CLASS

Sec. 813.501 [23 ]. SERVICE CREDITABLE IN EMPLOYEE CLASS. Service
creditable in the employee class of membership is:

(1) membership service in a position included in that class;
(2) military service established as provided by Subchapter D [of this ehapte];
(3) service creditable in or transferred from the elected class as provided by Section

813.508 [23.503 of this subtitle]; and
(4) administrative board service established as provided by Section 813.502 [23,502-of

thi'a Rub"~!].

Sec. 813.502 [23.502]. ADMINISTRATIVE BOARD SERVICE. (a) A member who
established during December, 1977, service credit for administrative board service per-
formed during that month, may:

(1) remain a contributing member of the retirement system accruing service credit in
the employee class for continuous service on an eligible board; and

(2) establish service credit for previous service on an eligible board.
(b) Contributions for administrative board service are computed on the basis of the

highest salary paid during the time for which credit is sought to an officer or employee of
the agency, commission, or department on whose board the member serves.

Sec. 813.503 [2503]. CREDIT TRANSFERABLE FROM ELECTED TO EMPLOY-
EE CLASS. A member may establish in, or have transferred to, the employee class all
service credited in the elected class, if the contributions made to establish the service in
the elected class equal or exceed contributions required of a member of the employee
class for the same amount of service during the same time and at the same rate of
compensation. The member before retirement may transfer the service credit back to the
elected class.

Sec. 813.504 [23,504]. ELIGIBILITY FOR SERVICE CREDIT PREVIOUSLY CAN-
CELED. A member may reestablish service credit previously canceled if the member,
after cancellation of the credit, holds a position for 24 months that is included in the
employee class.

Sec. 813.505 [23,505]. CONTRIBUTIONS FOR SERVICE NOT PREVIOUSLY ES-
TABLISHED. (a) A member claiming credit in the employee class for membership
service not previously established shall, for each month of the service, pay a contribution
in an amount equal to the greater of:

(1) six percent of the member's monthly state compensation for the service during
the time for which credit is sought; or

(2) $18.
(b) A member claiming credit in the employee class for military service not previously

established shall, for each month of the service, pay a contribution in an amount equal to
the greater of:

(1) the amount that the member contributed for the first full month of m.mbership
service that is after the member's date of release from active military duty ana that is
credited in the retirement system; or

(2) $18.
Sec. 813.506 [23,506]. CUSTODIAL OFFICER SERVICE. (a) The Texas Department

of Corrections by rule shall adopt standards for determining eligibility for service credit
as a custodial officer, based on the need to encourage early retirement of persons whose
duties are hazardous and require them to have routine contact with inmates of the Texas
Department of Corrections on a regular basis.
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(b) To be creditable as custodial officer service, service performed must meet the
requirements of the rules adopted under Subsection (a) [9 this Beoil] and may be
performed by persons in one of the following job categories:

(1) all persons classified as Correctional Officer I through warden, including training
officers and special operations reaction team officers;

(2) all other employees assigned to work on a unit and whose jobs require routine
contact with inmates, including but not limited to farm managers, livestock supervisors,
maintenance foremen, shop foremen, medical assistants, food service supervisors,
stewards, education consultants, commodity specialists, and correctional counselors;

(8) employees assigned to administrative offices who3e jobs require routine contact
with inmates, including but not limited to investigators, compliance monitors, account-
ants routinely required: to audit unit operations, sociologists, interviewers, classification
officers, and supervising counselors; and

(4) administrative positions whose jobs require response to emergency situations
involving inmates, including but except as specified not limited to the director, deputy
directors, assistant directors, and not more than 25 administrative duty officers.

(c) The Texas Department of Corrections shall determine a person's eligibility to
receive credit as a custodial officer. A determination of the department, if verified by the
State Auditor under Subsection (e) [oefthis-section], is final and may not be appealed. If
not so verified, a determination is subject to change by the retirement system.

(d) The Texas Department of Corrections shall certify to the retirement system, at the
times and in the manner prescribed by the retirement system, the names of persons
determined by the department to be eligible for service credit as custodial officers and
such other information as the retirement system requires to enable it properly to maintain
retirement records.

(e) As part of the normal audit of the Texas Department of Corrections, the State
Auditor shall verify the accuracy of reports submitted to the retirement system under this
section.

Sec. 818.507 [23=5O0]. SERVICE OF PERSONS WHO BECAME HIGHWAY DE-
PARTMENT EMPLOYEES. (a) If the legislature makes an appropriation as provided by
Subsection (d) [of-this-seotion], the retirement system shall grant to each eligible member
for continuous service performed for Nueces County before January 1, 1968, service
credit in the employee class, at the rate of one month of credit for each two months of
service performed for the county.

(b) A member eligible to receive service credit under this section is one who:

(1) on December 31, 1967, was an employee of Nueces County;

(2) on January 1, 1968, became an employee of the Texas Highway Department; and

(3) on September 1, 1985, was a member of the retirement system.

(c) The retirement system shall use credit granted under this section in determining
eligibility for and the amount of all annuities payable by the system to or on behalf of the
member entitled to the credit.

(d) The legislature may appropriate from the state highway fupd an amount that is
actuarially determined to be required to finance benefits based on credit to be granted
under this section.

Sec. 818.508 [23508]. SERVICE OF CERTAIN MENTAL HEALTH AND MENTAL
RETARDATION EMPLOYEES. (a) Except as provided by Subsection (i) [of this seg-
tikm], the retirement system shall grant to each member eligible as provided by this
section service credit in the retirement system for all service covered by credit in the
Teacher Retirement System of Texas for which deposits are maintained in an active
member account immediately before the person became a member of the retirement
system.
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(b) A member eligible to receive credit under this section is one who:

(1) was a member of the Teacher Retirement System of Texas as an employee of the
Texas Department of Mental Health and Mental Retardation on August 31, 1985, and
on that date had normal duties requiring the person to provide educational services to
school-age residents of state schools;

(2) became [or P~mxws] a member of this retirement system after August 31, 1985,
and before September 2, 1988, as an employee of the Texas Department of Mental
Health and Mental Retardation;

(3) is not a retiree of the Teacher Retirement System of Texas; and

(4) has no intervening employment between the member's previous position included
in the coverage of the Teacher Retirement System of Texas and the member's
employment by the Texas Department of Mental Health and Mental Retardation.

(c) The Texas Department of M4ental Health and Mental Retardation shall certify
employees who may be eligible to receive credit under this section and shall provide copies
of the certifications to the retirement system and the Teacher Retirement System of
Texas.

(d) Except as provided by Subsection (i) [of this se tion], as soon as practicable after
receipt of a certification of eligibility under Subsection (c) [4f this Bertioi], the Employees
Retirement System of Texas shall determine eligibility and notify the Teacher Retirement
System of Texas. On notification, the Teacher Retirement System of Texas shall transfer
to the retirement system:

(1) a statement of the certified person's service credit in and compensation subject to
contributions to the Teacher Retirement System of Texas;

(2) the person's accumulated contributions; and

(3) an amount from the state contribution account determined by the actuary of the
Teacher Retirement System of Texas to be the amount required neither to increase nor
to diminish the period required to amortize the unfunded liability of that system.

(e) A transfer under Subsection (d) [of-this Bection] cancels the service credit and
terminates the membership in the Teacher Retirement System of Texas of the person for
whom the amounts are transferred.

(f) As soon as practicable after receipt of a transfer under Subsection (d) [0i this
seetion], the retirement system shall grant the member for whom the amounts were
transferred the credit provided by this section.

(g) Service for which credit is established under this section will be considered as if it
were performed as a member of this retirement systen, and credit for the service may not
be reestablished in the Teacher Retirement System of Texas.

(h) The legislature may appropriate to the Employees Retirement System of Texas
amounts that are determined necessary to finance additional actuarial liabilities created
by this section and not financed by the transfers provided by Subsection (d) [os-t"i
setio].

(i) The retirement system may not grant the eligible member the credit authorized by
this section if:

(1) the actuary for this retirement system determines that an amount proposed to be
transferred under Subsection (d) [oi this sec.tion], together with any appropriation made
available as provided by Subsection (h) [of this seetion], is not sufficient to finance the
actuarial liabilities that would be created by the transfer; or

(2) the actuary for the Teacher Retirement System of Texas makes the determination
provided by [Subdivision (1) of Sube-esction (i) of] Section 823.404(i)(1) [ A O44 of this
tWte].
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CHAPTER 814 [24]. BENEFITS
SUBCHAPTER A. GENERAL PROVISIONS

Sec. 814.001 [24,0"]. TYPES OF BENEFITS
Sec. 814.002 [24002]. BENEFITS FROM BOTH MEMBERSHIP CLASSES

Sec. 814.003 [2400]. EFFECTIVE DATE OF RETIREMENT

Sec. 814.004 [24,004]. WHEN BENEFITS ARE PAYABLE

Sec. 814.005 [24,005]. WAIVER OF BENEFITS

[Sections 814.006-814.100 [24,006-2440] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS
Sec. 814.101 [2440 ]. APPLICATION FOR SERVICE RETIREMENT BENEFITS

Sec. 814.102 [24402]. ELIGIBILITY OF CERTAIN ELECTED MEMBERS
FOR SERVICE RETIREMENT

Sec. 814.108 [24403]. SERVICE RETIREMENT BENEFITS FOR
ELECTED CLASS SERVICE

Sec. 814.104 [24404]. ELIGIBILITY OF MEMBER FOR SERVICE RETIREMENT

Sec. 814.105 [24405]. SERVICE RETIREMENT BENEFITS FOR
EMPLOYEE CLASS SERVICE

Sec. 814.106 [24406]. SERVICE RETIREMENT BENEFITS FOR CERTAIN
LEGISLATIVE EMPLOYEES

Sec. 814.107 [24,=]. SERVICE RETIREMENT BENEFITS FOR
CERTAIN PEACE OFFICERS

Sec. 814.108 [24408]. OPTIONAL SERVICE RETIREMENT BENEFITS
[Sections 814.109-814.200 [24409-24,200] reserved for expansion]

SUBCHAPTER C. DISABILITY RETIREMENT BENEFITS

Sec. 814.201 [242=]. APPLICATION FOR DISABILITY RETIREMENT BENEFITS
Sec. 814.202 [2402]. ELIGIBILITY FOR DISABILITY RETIREMENT

Sec. 814.203 [24403]. CERTIFICATION OF DISABILITY

Sec. 814.204 [24.204]. INFORMATION ABOUT OCCUPATIONAL DISABILITY

Sec. 814.205 [24,05]. DISABILITY RETIREMENT BENEFITS FOR
ELECTED CLASS SERVICE

Sec. 814.206 [24406]. DISABILITY RETIREMENT BENEFITS FOR
EMPLOYEE CLASS SERVICE

Sec. 814.207 [24207]. DISABILITY RETIREMENT BENEFITS FOR
CERTAIN PEACE OFFICERS

Sec. 814.208 [24,208]. MEDICAL EXAMINATION OF DISABILITY RETIREE

Sec. 814.209 [24M209]. MODIFICATION OF DISABILITY RETIREMENT ANNUITY
Sec. 814.210 [24210]. RESTORATION OF DISABILITY RETIREE

TO ACTIVE SERVICE
Sec. 814.211 [24,2=]. REFUND AT ANNUITY DISCONTINUANCE

[Sections 814.212-814 .00 [24.1244] reserved for expansion]
SUBCHAPTER D. DEATH BENEFIT ANNUITIES

Sec. 814 801 [24,0]. SELECTION OF DEATH BENEFIT PLAN BY MEMBER

Sec. 814.802 [24,302]. SELECTION OF DEATH BENEFIT PLAN BY
SURVIVOR OF MEMBER
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See. 814.808 [24,303]. EFFECT OF DISABILITY RETIREMENT ON
DEATH BENEFIT PLAN

Sec. 814-.804 [24.304]. ANNUITY FOR SURVIVOR OF ELECTED MEMBER

Sec. 814.805 [24,305]. ANNUITY FOR SURVIVOR OF LAW ENFORCEMENT
OR CUSTODIAL OFFICER

[Sections 814.806-814.400 [24,306-24400] reserved for expansion]

SUBCHAPTER E. MEMBER DEATH BENEFITS

Sec. 814-.401 [24A0]. MEMBER DEATH BENEFITS GENERALLY

Sec. 814.402 [24402]. MEMBER OCCUPATIONAL DEATH BENEFITS,

See. 814.408 [24A03]. RETURN OF CONTRIBUTIONS

[Sections 814.404-814.500 [24404-24.500] reserved for expansion]

SUBCHAPTER F. RETIREE DEATH BENEFITS

Sec. 814.501 [24.50]. RETIREE DEATH BENEFITS GENERALLY

See. 814.502 [94]502. DISABILITY RETIREE DEATH BENEFITS

See. 814.508 [24,502]. OCCUPATIONAL DISABILITY RETIREE DEATH BENEFITS

Sec. 814.504 [24,504]. RETURN OF EXCESS CONTRIBUTIONS

[Sections 814.505-814.600 [24.505-240] reserved for expansion]

SUBCHAPTER G. INCREASES IN BENEFITS

See. 814.601 [24,60X4]. ANNUITY INCREASE AFTER DEATH OR RETIREMENT

CHAPTER 814 [24]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

See. 814-.001 [24,004]. TYPES OF BENEFITS. The types of benefits payable by the
retirement system are:

(1) service retirement benefits;
(2) occupational disability retirement benefits;
(3) nonoccupational disability retirement benefits; and
(4) death benefits.

Sec. 814-.002 [24002]. BENEFITS FROM BOTH MEMBERSHIP CLASSES. (a) If a
member has service credit in both classes of membership, is eligible to retire from one
class, and does not hold a position included in the other class, the member may retire from
both classes and receive benefits based on all service credited in the retirement system.

(b) If a member is retiring and uses service credited in a class of membership to meet a
length-of-service requirement for retirement, the member must retire from that class.

Sec. 814-.008 [24,00]. EFFECTIVE DATE OF RETIREMENT. (a) The effective date
of a member's service retirement is the date the member designates at the time the
member applies for retirement as provided by Section 814.101 [2.101 of thiB subtit!], but
the date must be the last day of a calendar month.

(b) If a person elects to receive a standard service retirement annuity and dies during
the first calendar month that begins after the effective date of the person's retirement,
the person is considered to have been a contributing member at the time of death.

(c) The retirement system may allow an applicant for retirement time after the
effective date of the person's retirement to make a selection of a retirement annuity. If
the applicant dies within the time allowed without having given the retirement system
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notice of a selection, the person is considered to have been a contributing member at the
time of death.

(d) The effective date of a member's disability retirement is the date designated on the
application for retirement filed by or for the member as provided by Section 814.201
[242. 9fih. i- -ubti le], but the date must be the last day of a calendar month.

Sec. 814.004 [24,004]. WHEN BENEFITS ARE PAYABLE. An annuity provided by
this chapter accrues for the period beginning on the first day of the month that begins
after the month in which a person dies or retires, as applicable, and ending, except as
otherwise provided by this chapter, on the day the person who receives the annuity dies.

Sec. 814.005 [24005]. WAIVER OF BENEFITS. (a) A person may, on a form pre-
scribed by and filed with the retirement system, waive all or a portion of any benefits
from the retirement system to which the person is entitled. A person may revoke a
waiver of benefits in the same manner as the original waiver was made, unless the
original waiver by its terms was made irrevocable.

(b) A waiver or a revocation of a waiver applies only to benefits that become payable on
or after the date the document is filed.

(c) The retirement system shall transfer to the state accumulation account amounts
from the appropriate benefit payment accounts not used to pay benefits because of a
waiver executed under this section.

(d) The board of trustees may adopt rules for the administration of waivers under this
section.

[Sections 814.006-814.100 [24,006-24400] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS

Sec. 814.101 [24401]. APPLICATION FOR SERVICE RETIREMENT BENEFITS.
(a) A member may apply for a service retirement annuity by filing an application for
retirement with the board of trustees.

(b) An application for a service retirement annuity may not be made:
(1) after the date the member wishes to retire; or
(2) more than 90 days before the date the member wishes to retire.

Sec. 814.102 [24402]. ELIGIBILITY OF CERTAIN ELECTED MEMBERS FOR
SERVICE RETIREMENT. (a) Except as provided by rule adopted under Section
818.804(d) [93.304(d) of this subtitlo] or Section 803.202(2) [13 909(0) of Subtitle B.o a)f thin
title], a member who had service credit in the elected class of membership on August 31,
1983, is eligible to retire and receive a service retirement annuity if the member:

(1) is at least 60 years old and has 8 years of service credit in that class; or
(2) is at least 55 years old and has 12 years of service credit in that class.

(b) A member who had service credit in the elected class on August 31, 1983, is eligible
to retire and receive a service retirement annuity actuarially reduced from the standard
service retirement annuity available under Subsection (a)(2) [of thissotion], if the
member is at least 50 years old and has 12 years of service credit in that class.

Sec. 814.103 [24403]. SEJ VICE RETIREMENT BENEFITS FOR ELECTED CLASS
SERVICE. (a) Except as provided by Subsection (b) [ei this setion], the standard service
retirement annuity for service credited in the elected class of membership is an amount
equal to the number of years of service credit in that class, times two percent of the state
salary, as adjusted from time to time, being %aid a district judge.

(b) The standard service retirement annuity for service credited in the elected class may
not exceed at any time:

(1) 60 percent of the state salary being paid a district judge, if the service was
performed by a person whose membership in that class ended before September 1, 1983;
or
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(2) 80 percent of the state salary being paid a district judge, if the service was
performed by a person who is a member of that class after August 31, 1983.
Sec. 814.104 [24404]. ELIGIBILITY OF MEMBER FOR SERVICE RETIREMENT.

(a) Except as provided by Section 814.102 [2.102 of this subtitle] or by rule adopted
under Section 813.304(d) [ 3 304(d) of his A ubtite] or 803.202(2) [Seetion 13 909()" f
Subtitle R of this title], a member who has service credit in the retirement system is
eligible to retire and receive a service retirement annuity, if the member:

(1) is at l'ast 60 years old and has 10 years of service credit in the retirement system;
or

(2) is at least 55 years old and has 30 years of service credit in the retirement aystem.
(b) A member who has service credit in the retirement system is eligible to retire and

receive a service retirement annuity actuarially reduced from the standard service
retirement annuity available under Subsection (a)(1) [of this see*ion], if the member is at
least 55 years old and has 25 years of service credit in the retirement system.

(c) A member who has service credit in the retirement system is eligible to retire and
receive a service retirement annuity actuarially reduced from the standard service
retirement annuity available under Subsection (a)(2) [of this seetioi], if the member is at
least 50 years old and has 30 years of service credit in the retirement system.

(d) A member who is at least 55 years old and who has at least 10 years of service
credit as a commissioned peace officer engaged in criminal law enforcement activities of
the Department of Public Safety, the Texas Alcoholic Beverage Commission, the State
Purchasing and General Services Commission Capitol Area Security Force, or the Parks
and Wildlife Department, or as a custodial officer, is eligible to retire and receive a
service retirement annuity.

Sec. 814.105 [24405]. SERVICE RETIREMENT BENEFITS FOR EMPLOYEE
CLASS SERVICE. (a) Except as provided by this subsection and Subsection (b) [ef-ia
sootion], the standard service retirement annuity for service credited in the employee class
of membership is an amount computed on the basis of the member's average monthly
compensation for service in that class for the 36 highest months of compensation during
the last 60 months of service, times 1.5 percent for each of the first 10 years of service
credit in the class, plus 2 percent for each subsequent year of service credit in that class.
The board of trustees by rule shall, for the purpose of computing standard service
retirement annuities, increase to 1.8 percent the value of each of a person's first 10 years
of service credit in the employee class of membership, unless the actuary for the
retirement system certifies that the adoption of the rule will cause the time required to
amortize the unfunded actuarial liabilities of the retirement system to be increased to a
period that exceeds 31 years. A rule adopted under this subsection must take effect on
or before January 1, 1989.

(b) The standard service retirement annuity for service credited in the employee class
may not be less than $75 a month nor more than 80 percent of the average monthly
compensation computed under Subsection (a) [o9ithis seetion].

(c) Notwithstanding the provisions of Subsection (a) [of-this- , the standard
service retirement annuity for service credited in the employee class of membership to a
member whose effective date of retirement is not earlier than November 30, 1986, or later
than May 31, 1987, is an amount computed on the basis of the member's average monthly
compensation for service in that class for the 36 highest months of compensation during
the last 60 months of service, times two percent for each year of service credit in that
class. An annuity computed as provided by this subsection is subject to the requirements
of Subsection (b) [o this -eetion]. This subsection does not apply to a disability
retirement annuity, death benefit annuity, or any other benefit, except a service retire-
ment annuity, that is payable by the retirement system.

Sec. 814.106 [24406]. SERVICE RETIREMENT BENEFITS FOR CERTAIN LEGIS-
LATIVE EMPLOYEES. (a) A member who has at least 30 years of service credit in the
retirement system and who meets an applicable age requirement in Section 814.104
[24.104 of this subtitle] is eligible to retire and receive a service retirement annuity
computed as provided by this section, if the member has at least eight years of service
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credit in one or more of the following legislative positions and held one of the positions
before January 1, 1978:

(1) house administrative officer;
(2) house chief clerk;
(8) house journal clerk;
(4) house enrolling and engrossing clerk;
(5) house calendar clerk;
(6) house sergeant at arms;
(7) secretary of the senate;
(8) senate calendar clerk;
(9) senate journal clerk;
(10) senate enrolling and engrossing clerk; or
(11) senate sergeant at arms.

(b) Except as provided by Subsection (c) ro-this4oetion], the standard service retire-
ment annuity payable under this section is an amount computed on the basis of the
member's average monthly compensation for the 36 highest months of compensation
during the last 60 months of service, times 2 percent for each year of service credit in the
retirement system.

(c) The standard service retirement annuity under this seceion may not exceed 80
percent of the average monthly compensation computed under Subsection (b) [oe-this

Sec. 814.107 [2444 ]. SERVICE RETIREMENT BENEFITS FOR CERTAIN PEACE
OFFICERS. (a) A member who has at least 20 years of service credit as a law
enforcement or custodial officer is eligible to retire regardless of age and receive a
service retirement annuity as provided by this section.

(b) The standard combined service retirement annuity payable for at least 20 years of
service credit as a law enforcement or custodial officer is an amount computed on the
basis of the member's average monthly compensation for that service for the 36 highest
months of compensation during the last 60 months of service, times a percentage derived
from the following table:

Years of Law Enforcement or
Custodial Officer Service Credit

at least 20 but less than 21
at least 21 but less than 22
at least 22 but less than 23
at least 23 but less than 24
at least 24 but less than 25
at least 25 but less than 26
at least 26 but less than 27
at least 27 but less than 28
at least 28 but less than 29
at least 29 but less than 30
at least 30 but less than 31
at least 31 but less than 32
at least 32 but less than 33
at least 83 but less than 34
at least 34 but less than 85
at least 35 but less than 36
at least 36 but less than 37
at least 37 but less than 38
at least 38 but less than 39
at least 39 but less than 40
40 or more

Percentage of Average
Monthly Compensation

50 percent
52 percent
54 percent
56 percent
58 percent
60 percent
62 percent
64 percent
66 percent
68 percent
70 percent
71 percent
72 percent
73 percent
74 percent
75 percent
76 percent
77 percent
78 percent
79 percent
80 percent
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(c) The portion of the standard combined service retirement annuity that is payable
from the law enforcement and custodial officer supplemental retirement fund is based on
retirement at the age of 55 or older. A law enforcement or custodial officer who retires
before attaining the age of 55 is entitled to that portion actuarially reduced from the
annuity available at the age of 55 to the earlier retirement age.

(d) A member who retires under this section retires simultaneously from the employee
class of membership, although the person must meet the applicable age requirements of
Section 814.104 [24404-.ef-W.his subtitle] before becoming entitled to receive a service
retirement annuity under Section 814.105 [24.105 of thi subtitle]. Optional retirement
annuities provided by Section 814.108 [2.108 of t.his subto] are available to a member
eligible to receive a service retirement annuity under this section, but the same optional
plan and designee must be selected for the portion of the annuity payable under this
section and the portion payable under Section 814.105 [2.105 of this subtitle].

(e) The portion of a combined service retirement annuity payable under this section
from money in the law enforcement and custodial officer supplemental retirement fund is
the amount remaining after deduction of any amount payable for service as a law
enforcement or custodial officer under Section 814.105 [24.105 of this subtitle] from the
total derived under Subsections (b) and (c) [ ].

(f) The standard combined service retirement annuity payable for at least 20 years of
service credit as a law enforcement or custodial officer may not exceed 80 percent of the
higher of the average compensaion computed under Section 814.105 [24.05 of this
subtitle] or the average compensation computed under Subsection (b) [0i this seetien].

(g) For purposes of this section, service as a law enforcement or custodial officer is
creditable as provided by rule of the board of trustees or on a month-to-month basis,
whichever is greater.

(h) If Section 815.405 [25.405 of this subtitlo] is held to be invalid by a court of
competent jurisdiction and the decision becomes final, an annuity may not be paid under
this section.

Sec. 814.108 [24408]. OPTIONAL SERVICE RETIREMENT BENEFITS. (a) In-
stead of the standard service retirement annuity payable under Section 814.103, 814.105,
or 814.106 [2..03, 2.105, or 24.106 of this subtitlo], the standard combined service
retirement annuity payable under Section 814.107 [2.107 of this subtitle], or an annuity
actuarially reduced because of age under one of those sections, a retiring member may
elect to receive an optional service retirement annuity under this section.

(b) A person who selects an optional lifetime retirement annuity must designate before
the selection becomes effective one person to receive the annuity on the death of the
person making the selection. A person who selects an optional retirement annuity
payable for a guaranteed period may designate, before or after retirement, one or more
persons to receive the annuity on the death of the person making the selection.

(c) An eligible person may select any optional retirement annuity approved by the board
of trustees, or may select one of the following options, which provide that:

(1) after the retiree's death, the reduced annuity is payable in the same amount
throughout the life of the person designated by the retiree before retirement;

(2) after the retiree's death, one-half of the reduced annuity is payable throughout
the life of the person designated by the retiree before retirement;

(3) if the retiree dies before 60 monthly annuity payments have been made, the
remainder of the 60 payments are payable to one or more designees or, if one does not
exist, to the retiree's estate; or

(4) if the retiree dies before 120 monthly annuity payments have been made, the
remainder of the 120 payments are payable to one or more designees or, if one does not
exist, to the retiree's estate.
(d) The computation of an optional annuity must be made without regard to the sex of

the annuitant or designee involved.
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[Sections 814.109-814.200 [24409-24,200] reserved for expansion]

SUBCHAPTER C. DISABILITY RETIREMENT BENEFITS

Sec. 814.201 (2420 ]. APPLICATION FOR DISABILITY RETIREMENT BENE-
FITS. (a) A member may apply for a d:sability retirement annuity by:

(1) filing an application for retirement with the board of trustees; or
(2) having an application filed with the board by the member's spouse, employer, or

legal representative.
(b) An application for a disability retirement annuity may not be made:

(1) after the date the disability retirement is to become effective; or
(2) more than 90 days before the date the disability retirement is to become effective.

(c) An applicant must submit to medical examination and provide other pertinent
information as required by the retirement system.

Sec. 814.202 [24,202]. ELIGIBILITY FOR DISABILITY RETIREMENT. (a) A mem-
ber is eligible to retire for a nonoccupational disability if the member is less than 60 years
old and has at least:

(1) 8 years of membership service credit in the elected class of membership and was a
member of that class on August 31, 1983;

(2) 6 years of membership service credit in the elected class plus 2 years of military
service credit established before January 1, 1978; or

(3) 10 years of membership service credit in the retirement system.
(b) A member who has service credit in either membership class is eligible to retire for

an occupational disability regardless of age or amount of service credit.
(c) A member otherwise eligible may not receive a disability retirement annuity unless

the member is the subject of a certification issued as provided by Section 814.208 [24,203
of thig Aut~u].

Sec. 814.20S [2204]. CERTIFICATION OF DISABILITY. As soon as practicable
after an application for disability retirement is filed, the medical board shall evaluate the
medical and other pertinent information regarding the member's application. If the
medical board finds that the member is mentally or physically incapacitated for the
further performance of duty, that the incapacity is likely to be permanent, and that the
member should be retired, the medical board shall issue a certification of disability and
submit it to the executive director.

Sec. 814.204 [244204]. INFORMATION ABOUT OCCUPATIONAL DISABILITY. (a)
A member who applies for retirement for an occupational disability shall furnish the
retirement system all information and other data requested by the retirement system and
relating to the disability.

(b) The retirement system may require information and other data relating to an
occupational disability retirement application to be furnished by any officer or employee
of the agency with which the applicant holds a position.

(c) If a person who is requested to submit information or other data under this section
withholds the requested material, the retirement system may elect to treat the application
as one for nonoccupational disability retirement benefits.

(d) After receiving information and other data the retirement system considers neces-
sary, the executive director shall determine, subject to review by the board of trustees,
whether or not the disability is occupational.

Sec. 814.205 [24205]. DISABILITY RETIREMENT BENEFITS FOR ELECTED
CLASS SERVICE. (a) Except as provided by Subsection (b) [oi this setion], a disability
retirement annuity for service credited in the elected class of membership is an amount
computed in the same manner as the standard service retirement annuity, not reduced
because of age, for service credited in the elected class.
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(b) An occupational disability retirement annuity for service credited in the elected class
is computed on the basis of the amount of the member's service credit or eight years,
whichever is greater.

(c) A person who retires under this section may not select an optional retirement plan
instead of the standard retirement annuity.

Sec. 814.206 [24206]. DISABILITY RETIREMENT BENEFITS FOR EMPLOYEE
CLASS SERVICE. (a) Except as provided by Subsection (b) [ -thia.seation] and Section
814.-207 [24.207 of this subtitle], a disability retirement annuity for service credited in the
employee class of membership is an amount computed at the rate of 1.7 percent for each
year of service credit in that class, times:

(1) the member's monthly compensation at the time of the disabling injury or disease,
if the disability is occupational; or

(2) the member's average monthly compensation for service in the employee class for
the 60 highest months of compensation during the last 120 months of service, if the
disability is nonoccupational.
(b) A disability retirement annuity under this section may not be more than 70 percent

of the applicable rate of compensation nor less than 35 percent of the applicable rate, or
$110 a month, whichever is greater.

Sec. 814.207 [2420]. DISABILITY RETIREMENT BENEFITS FOR CERTAIN
PEACE OFFICERS. (a) An annuity payable because of an occupational disability that
directly results from a risk or hazard to which law enforcement or custodial officers are
exposed because of the nature of law enforcement or custodial duties is payable under the
same terms and conditions that apply to other occupational disability retirement annuities
under this subtitle, except that the source and amount of the annuity are as provided by
this section.

(b) Except as provided by Subsection (c) [eithis section], an occupational disability
retirement annuity under this section is an amount, but not more than 80 percent,
computed on the basis of the officer's monthly compensation at the time of the disabling
injury or disease, times a percentage derived by application of the table provided by
Section 814.107(b) [2.107(b) of this subtitle].

(c) A disability retirement annuity under this section is not reducible because of age
and may not be less than 50 percent of the officer's monthly compensation regardless of
the amount of service credited to the officer in the employee class.

(d) The portion of the annuity under this section payable from the law enforcement and
custodial officer supplemental retirement fund is the amount remaining after deduction of
any amount payable under Section 814.206 [24.206 of this subtitle] except the portion of
an amount that exceeds the minimum payments provided by Section 814.206(b) [24,206(b)
ot-th-itle] and that is made for service other than as a law enforcement or custodial
officer.

(e) If Section 815.405 [25.405 of thi subtitlo] is held to be invalid by a court of
competent jurisdiction and the decision becomes final, an annuity may not be paid under
this section.

Sec. 814.208 [24,208]. MEDICAL EXAMINATION OF DISABILITY RETIREE. (a)
Once each year during the first five years after a member retires for disability, and once
in each three-year period after that, the retirement system may require a disability retiree
who is less than 60 years old to undergo a medical examination.

(b) An examination under this section may be held at the retiree's residence or at any
place mutually agreed to by the retirement system and the retiree. The retirement
system may designate a physician to perform the examination.

(c) If a disability retiree refuses to submit to a medical examination as provided by this
section, the executive director shall discontinue the retiree's annuity payments until the
retiree submits to an examination. If a retiree has not submitted to an examination as
provided by this section before the first anniversary of the date of first refusal, the
executive director shall revoke all rights of the retiree to an annuity.
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Sec. 814.209 [24,209]. MODIFICATION OF DISABILITY RETIREMENT ANNUITY.
(a) If the medical board finds that a disability retiree is no longer mentally or physically
incapacitated for the performance of duty or is able to engage in employment, it shall
certify its findings and submit them to the executive director.

(b) If the executive director concurs in a certification under this section or finds that
the retiree is engaged in employment, the director shall adjust the monthly payments to
the retiree who is the subject of the certification or finding to an amount by which the
retiree's average monthly compensation during the last year of service as a member
exceeds the retiree's present monthly earning capacity, including the amount of the
retiree's monthly annuity paid by the retirement system, as determined by the director.
If the retiree's present earning capacity exceeds the average salary during the last year
of membership service, the executive director shall reduce the amount of annuity
payments to the retiree to the amount of the retiree's average monthly compensation
during the last year of membership service.

(c) If the executive director finds, from time to time, a change in the retiree's earning
capacity, the director shall adjust the retiree's annuity payments in the same manner that
the original adjustment was made.

(d) The amount of an annuity adjusted under this section may not be more than the
total of the amount of the annuity determined at the time of retirement plus increases
provided by law after the date of retirement.

Sec. 814.210 [94 240]. RESTORATION OF DISABILITY RETIREE TO ACTIVE
SERVICE. (a) If a retiree who is less than 60 years old and who is receiving a disability
retirement annuity returns to state service or if the retiree is found to be no longer
incapacitated for the further performance of duty, the person must again become a
member of the retirement system or, if the person holds a position included in the elected
class of membership, may elect to become a member. If a person becomes a member
under this section, the board of trustees shall terminate the person's annuity payments.

(b) A person who becomes a member under this section is entitled to service credit for
all service previously established and not canceled by a withdrawal of contributions.

Sec. 814.211 [24,2 ]. REFUND AT ANNUITY DISCONTINUANCE. (a) Except as
provided by Subsection (b) [of this sotion], if a disability reLrenient annuity is discontin-
ued under Section 814.208 [21..208 of thic subtitle], the retiree is entitled to a lump-sum
payment from the retirement annuity reserve account in an amount, if any, by which the
amount in the retiree's individual account ii the employees saving account at the time of
disability retirement exceeds the amount of payments payable before the date the annuity
was discontinued.

(b) The benefit provided by this section is not payable to a retiree who, after discontin-
uance of a disability retirement annuity, returns to state service.

[Sections 814.212-814.800 [24412-24.0] reserved for expansion]

SUBCHAPTER D. DEATH BENEFIT ANNUITIES

Sec. 814 .01 [24301]. SELECTION OF DEATH BENEFIT PLAN BY MEMBER. (a)
A contributing member who has at least 10 years of service credit in the elected class of
membership, or a noncontributing member who has at least 12 years of service credit in
the elected class, may select a death benefit plan for the payment, ifthe member dies
while eligible to select a plan, of a death benefit annuity to a person designated by the
member. Death benefit annuities available for selection by a member described in this
subsection are the optional annuities provided by Sections 814.108(c)(1) and (c)(4)
[2141080(1) and 94108(e)(4) of this subtitle], payable as if the member had retired at the
time of death.

(b) A member who has a total of at least 20 years of service credit in retirement
systems administered by the board of trustees may select a death benefit plan for the
payment, if the member dies while eligible to select a plan, of a death benefit annuity to a
person designated by the member. Death benefit annuities available for selection by a
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member described in this subsection are the optional annuities provided by Section
814.108(c) [24.10(c) of this cubtitle] and, if the member has service credit in another
retirement system administered by the board, any optional death benefit plan provided
under that system.

(c) If a member of a retirement system administered by the board of trustees selects
death benefit plans under more than one board-administered retirement system, each plan
selected may take effect. The plan selected most recently governs payments based on
service in a system other than the one in which the plan was selected if the amount of
service credit in that other system, by itself, would be insufficient to permit selection of a
death benefit plan. If a member selects a death benefit plan under only one retirement
system administered by the board of trustees, the plan applies to service credit in other
board-administered retirement systems.

(d) The computation of a death benefit annuity selected under this section must include
the ages of the member and the member's designated beneficiary at the time of the
member's death.

(e) A member may select a death benefit plan by filing an application for a plan with
the retirement system on a form prescribed by the retirement system. After selection, a
denth benefit plan takes effect at death unless the member amends the plan, selects a
retirement annuity at the time of retirement, has chosen a plan that cannot take effect, or
becomes ineligible to select a plan.

Sec. 814.302 [24M802]. SELECTION OF DEATH BENEFIT PLAN BY SURVIVOR
OF MEMBER. (a) If a member eligible to select a death benefit plan under Section
814.301 [24.301 of this subtitle] dies without having made a selection, or if a selection
cannot be made effective, the member's surviving spouse may select a plan in the same
manner as if the member had made the selection. If there is no surviving spouse, the
personal representative of the decedent's estate may make the selection for the benefit of
the decedent's heirs or devisees.

(b) If a person dies who, at the time of death, was a contributing member of a
retirement program administered by the board of trustees and was eligible, having met
the requirements of service credit and attained age, for a service retirement annuity
based on service in one or more board-administered programs, but was not eligible to
select a death benefit plan, the person's surviving spouse may select a plan in the same
manner that the decedent could have made the selection if the decedent had retired on the
last day of the month in which the person [he-or-ahe] died. If there is no surviving
spouse, the guardian of the decedent's surviving minor children may select a plan. If the
decedent is not survived by a spouse or minor children, an annuity may not be paid under
this subsection.

Sec. 814-.303 [24=]. EFFECT OF DISABILITY RETIREMENT ON DEATH BENE-
FIT PLAN. (a) At the time of death of a person who wao receiving a disability
retirement annuity, a death benefit annuity selected by the retiree while a member takes
effect.

(b) If the retiree had not selected a death benefit plan before retirement or if the plan
cannot be made effective, a death benefit annuity may not be paid.

Sec. 814-.04 [243M]. ANNUITY FOR SURVIVOR OF ELECTED MEMBER. (a)
Except.as provided by Subsections (b) and (c) [o thi ee ], if a member who has at
least eight years of service credit in the elected class of membership dies, a death benefit
annuity is payable in an amount computed at the rate of one-half of the standard service
retirement annuity to which the member would have been entitled at the member's age at
the time of death or at the age of 60, whichever is later.

(b) The annuity provided by this section is payable only to the member's sarviving
spouse. If the member is not survived by a spo ise, a benefit may not be paid under this
section.

(c) An annuity may not be paid under this sect'on if, at the time of death, the member
was eligible to select a death benefit annuity under Section 814.801 [243-of this
subtitle].
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Sec. 814.805 [24=5]. ANNUITY FOR SURVIVOR OF LAW ENFORCEMENT OR
CUSTODIA L OFFICER. (a) If a member who has at least 20 years of service credit as a
law enforcement or custodial officer dies, the amount of the death benefit annuity payable
for the member's service as a law enforcement or custodial officer is derivable from the
greater of:

(1) an amount computed as provided by Section 814.105 [2.05 of this subtitle],
including any applicable reduction factors; or

(2) an amount computed as provided by Section 814.107 [24..07 of th a&-abttle],
including any applicable reduction factors.
(b) The portion of a death benefit annuity computed as provided lby [Subdivision (2)-fJ

Subsection (a)(2) [of-this-seotion] that is payable from the law enforcement and custodial
officer supplemental retirement fund is the amount remaining after deduction of an
amount computed for service as a law enforcement or custodial officer as provided by
Section 814.105 [2.105 of this subtitle], including any applicable reduction factors, from
the amount computed as provided by [Subdivision (9) Gfl Subsection (a)(2) [of-this-seetion].

[Sections 814.806-814.400 [24,306-24A00] reserved for expansion]

SUBCHAPTER E. MEMBER DEATH BENEFITS

Sec. 814.401 [24A01]. MEMBER DEATH BENEFITS GENERALLY. (a) Except as
provided by Subsection (d) [of this serotien], if a member dies under a circumstance
described in Subsection (c) [ef this setion], a lump-sum death benefit is payable from the
state accumulation account in an amount computed at the rate of five percent of the
amount in the member's individual account in the employees saving account at the time of
death, times the number of full years of service credit the member had at the time of
death.

(b) The benefit provided by this section is payable to a person designated by the
member in a signed document filed with the retirement system. If a member does not
designate a beneficiary or if the beneficiary does not survive the member, the benefit is
payable to the member's estate.

(c) A benefit is payable under this section only if the member at the time of death was:
(1) actively employed by the state;
(2) receiving workers' compensation benefits for an injury sustained while employed

by the state; or
(3) on authorized sick leave.

(d) A death benefit may not be paid under this section if, at the time of death, the
member was eligible to select a death benefit annuity under Section 814.301 [244%0-of

Sec. 814.402 [24AO2]. MEMBER OCCUPATIONAL DEATH BENEFITS. (a) Except
as provided by Subsection (b) [of-this-seetio], if a member dies and the executive director
determines that the death was an occupational death, a lump-sum death benefit is payable
from the state accumulation account in an amount equal to one year's salary, computed
on the basis of the member's rate of compensation at the time of death.

(b) The benefit provided by this section is payable only to the member's surviving
spouse or, if there is no surviving spouse, to the guardian of the member's surviving
dependent minor children. If the member is not survived by a spouse or dependent minor
children, a benefit may not be paid under this section.

Sec. 814.408 [24A3]. RETURN OF CONTRIBUTIONS. (a) Except as provided by
Subsection (c) [of this setion], if a member dies before retirement, the amount in the
member's individual account in the employees saving account at the time of death is
payable as a lump-sum death benefit.

(b) The benefit provided by this section is payable to a person designated by the
member in a signed document filed with the retirement system. If a member does not
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designate a beneficiary or if the beneficiary does not survive the member, the benefit is
payable to the member's estate.

(c) A death benefit may not be paid under this section if, at the time of death, the
member was eligible to select a death benefit annuity under Section 814.301 [24.3"
thh; Atlsut

[Sections 814.404-814.500 [24404-24500] reserved for expansion]

SUBCHAPTER F. RETIREE DEATH BENEFITS

Sec. 814.501 [24,50]. RETIREE DEATH BENEFITS GENERALLY. (a) A lump-
sum death benefit in the amount of $5,000 is payable if the board of trustees receives
proof satisfactory to it of the death, on or after September 1, 1975, of a person retired
under a retirement system administered by the board.

(b) The benefit provided by this section is payable to a person designated by the retiree
in a signed and witnessed document filed with the retirement system. If a retiree does
not designate a beneficiary or if the beneficiary does not survive the retiree, the benefit is
payable to the retiree's estate.

Sec. 814.502 [24.502]. DISABILITY RETIREE DEATH BENEFITS. (a) Except as
provided by Subsection (b) [of this eetion], if a person who receives a disability
retirement annuity dies, a lump-sum death benefit is payable in the manner provided by
Section 814.401 [2.401 of this .btit'o], except that the amount is computed at the rate of
five percent of the amount in the retiree's individual account in the employees saving
account at the time of disability retirement, times the number of full years of service
credit the retiree had at the time of retirement.

(b) A death benefit may not be paid under this section if, at the time of death, the
member was eligible to select a death benefit annuity under Section 814.301 [244"

Sec. 814.503 [24,50]. OCCUPATIONAL DISABILITY RETIREE DEATH BENE-
FITS. (a) Except as provided by Subsection (b) [ thi'' seci.on], if a person who receives
an occupational disability retirement annuity dies and the executive director determines
that the death was an occupational death, a lump-sum death benefit is payable from the
state accumulation account in an amount equal to one year's salary, computed on the
basis of the retiree's rate of compensation at the time of disability retirement.

(b) The benefit provided by this section is payable only to the retiree's surviving spouse
or, if there is no surviving spouse, to the guardian of the retiree's surviving dependent
minor children. If the retiree is not survived by a spouse or dependent minor children, a
benefit may not be paid under this section.

Sec. 814.504 [24504]. RETURN OF EXCESS CONTRIBUTIONS. (a) Except as pro-
vided by Subsection (c) [o this sectio ], if a person who receives a disability retirement
annuity dies, a lump-sum death benefit is payable from the retirement annuity reserve
account in an amount, if any, by which the amount in the retiree's individual account in
the employees saving account at the time of disability retirement exceeds the amount of
annuity payments payable before the retiree's death.

(b) The benefit provided by this section is payable to a person designated by the retiree
in a signed and witnessed document filed with the retirement system. If a retiree does
not designate a beneficiary or if the beneficiary does not survive the retiree, the benefit is
payable to the retiree's estate.

(c) A death benefit may not be paid under this section if, at the time of death, the
member was eligible to select a death benefit annuity under Section 814.301 [244,,,1-
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[Sections 814.505-814.600 [24 505-24,600] reserved for expansion]

SUBCHAPTER G. INCREASES IN BENEFITS

Sec. 814.601 [24A,0I]. ANNUITY INCREASE AFTER DEATH OR RETIREMENT.
(a) Except as provided by Subsections (b) and (e) [ei.this a4tiei.], on the first day of
each fiscal year, the retirement system shall increase the amounts of annuities that are:

(1) computed as provided by Section 814.105 [24.105 of this subtitle] or a predecessor
to that section, Section 814.206 [24.206 of this subtitle] or a predecessor to that section,
or if the standard annuity is derived from Section 814.105 [24405] or a predecessor, as
provided by Section 814.108 [2.108 of this subtitle] or a predecessor to that section;

(2) based on service that was credited in the retirement system as employee class
service; and

(3) payable to a retiree of the retirement system, to the survivor of a retiree of the
retirement system, or to the survivor of a deceased member of the retirement system.

(b) The retirement system may not increase under this section the amount of an
annuity unless the retirement or death on which the annuity is based occurred before the
first day of the preceding fiscal year.

(c) The legislature may appropriate money from the general revenue fund to pay the
costs of increasing the amounts of annuities under this section. On the first day of each
fiscal year, the state comptroller of public accounts shall transfer to the retirement
system any money appropriated for the fiscal year for the purpose of this section.

(d) If the amount of money appropriated for a fiscal year is insufficient to finance the
rate of increase in annuities specified in the Act [aot] making the appropriation or if the
Act [act] fails to specify a rate of increase, the board of trustees shall set the rate as the
rate that the amount of money appropriated will finance for the duration of the annuities
payable to those persons entitled to receive an increase in annuities under this section.

(e) If an appropriation is not made for a fiscal year for the purpose of this section, the
retirement system may not increase under this section the amount of annuities for that
year.
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CHAPTER 815 [2(]. ADMINISTRATION

SUBCHAPTER A. BOARD OF TRUSTEES

Sec. 815.001 [250]. COMPOSITION OF BOARD OF TRUSTEES

Sec. 815.002 [250]. APPOINTED TRUSTEES

Sec. 815.003 [2L025]. ELECTED TRUSTEES

Sec. 815.004 [2504]. OATH OF OFFICE

See. 815.005 [25005]. APPLICATION OF SUNSET ACT

Sec. 815.006 [2500]. COMPENSATION; EXPENSES

Sec. 815.007 [2500]. VOTING

[Sections 815.008-815.100 [25008-25400] reserved for expansion]

SUBCHAPTER B. POWERS AND DUTIES OF BOARD OF TRUSTEES

Sec. 815.101 [25401]. GENERAL ADMINISTRATION

Sec. 815.102 [25402]. RULEMAKING

Sec. 815.103 [254]. ADMINISTERING SYSTEM ASSETS

Sec. 815.104 [25404]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS

Sec. 815.105 [25405]. ADOPTING TABLES

Sec. 815.106 [2540]. INTEREST RATE FOR BENEFIT
INCREASE RESERVE ACCOUNT

Sec. 815.107 [254=1]. RECORDS OF BOARD OF TRUSTEES

Sec. 815.108 [25408]. REPORT

Sec. 815.109 [25409]. CORRECTION OF ERRORS

[Sections 815.110-815.200 [25410-25,200] reserved for expansion]

SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES

Sec. 815.201 [252]. CHAIRMAN

Sec. 815.202 [25,202]. EXECUTIVE DIRECTOR

Sec. 815.208 [25,203]. LEGAL ADVISOR

Sec. 815.204 [25,204]. MEDICAL BOARD

Sec. 815.205 [25,205]. OTHER PHYSICIANS

Sec. 815.206 [25208]. ACTUARY

Sec. 815.207 [25201]. STATE TREASURER

Sec. 815.208 [2542]. COMPENSATION OF EMPLOYEES;
PAYMENT OF EXPENSES

Sec. 815.209 [2529]. SURETY BONDS

Sec. 815.210 [25,210]. INTEREST IN INVESTMENT PROFITS PROHIBITED

[Sections 815.211-815.800 [2524-25,00] reserved for expansion]

SUBCHAPTER D. MANAGEMENT OF ASSETS

Sec. 815.301 [25301]. INVESTMENT OF ASSETS

Sec. 815.302 [25,014]. INVESTMENT BY BANK IN SHORT-TERM SECURITIES

Sec. 815.808 [253012]. LOAN OF SECURITIES BY BANK

Sec. 815.304 [25,0]. NOMINEE TO HOLD SECURITIES
633
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Sec. 815.305 [(95302]. INVESTMENT OF LAW ENFORCEMENT AND CUSTODIAL
OFFICER SUPPLEMENTAL RETIREMENT FUND ASSETS

Sec. 815.306 [25303]. RESTRICTIONS ON INVESTMENTS

Sec. 815.307 [25,304]. DUTY OF CARE

Sec. 815.308 [25.305]. CASH ON HAND
Sec. 815.309 [25306]. CREDITING SYSTEM ASSETS

Sec. 815.310 [95306]. TRUST FUND

Sec. 815.311 [25.307]. EMPLOYEES SAVING ACCOUNT
Sec. 815.312 [25,308]. STATE ACCUMULATION ACCOUNT

Sec. 815.313 [25409]. RETIREMENT ANNUITY RESERVE ACCOUNT

Sec. 815.314 [25340]. INTEREST ACCOUNT

Sec. 815.315 [25414]. EXPENSE ACCOUNT

Sec. 815.316 [25,3-=2]. BENEFIT INCREASE RESERVE ACCOUNT

Sec. 815.317 [25.43]. LAW ENFORCEMENT AND CUSTODIAL OFFICER
SUPPLEMENTAL RETIREMENT FUND

Sec. 815.318 [25.14]. TRANSFER OF ASSETS FROM INTEREST ACCOUNT
Sec. 815.319 [25 .3]. TRANSFER OF ASSETS ON RETIREMENT AND

RESTORATION TO ACTIVE SERVICE

Sec. 815.320 [25.=3-6]. TRANSFER OF ASSETS TO PAY BENEFIT INCREASES

Sec. 815.321 [25414]. TRANSFER OF ASSETS FOR DEATH BENEFIT ANNUITIES

Sec. 815.822 [25.318]. TRANSFER OF ASSETS TO ADJUST AMOUNT IN
RETIREMENT ANNUITY RESERVE ACCOU"rr"

[Sections 815.323-815.400 [25.3-19-2540] reserved for expansion]

SUBCHAPTER E. COLLECTION OF MEMBERSHIP FEES AND CONTRIBUTIONS

Sec. 815-401 [25A02]. COLLECTION OF MEMBERSHIP FEES

Sec. 815.-402 [25.402]. COLLECTION OF MEMBER CONTRIBUTIONS

Sec. 815.403 [25.403]. COLLECTION OF STATE CONTRIBUTIONS

Sec. 815.404 [25.404]. USE OF FEDERAL MONEY

Sec. 815.405 [25A405]. CONTRIBUTIONS TO LAW ENFORCEMENT AND
CUSTODIAL OFFICER SUPPLEMENTAL RETIREMENT FUND

Sec. 815.406 [25.406]. EMPLOYER PICKUP OF MEMBER CONTRIBUTIONS

[Sections 815.407-815.500 [25.47-25.0] reserved for expansion]

SUBCHAPTER F. MISCELLANEOUS ADMINISTRATIVE PROCEDURES
Sec. 815.501 [25,50-]. STATEMENT OF AMOUNT IN INDIVIDUAL ACCOUNTS

Sec. 815.502 [25.502]. TRANSFER OF ACCUMULATED CONTRIBUTIONS IN
CERTAIN CIRCUMSTANCES

Sec. 815.503 [25.503]. MEMBERS' RECORDS
Sec. 815.504 [25.504]. REPRODUCTION AND PRESERVATION OF RECORDS

Sec. 815.505 [25.505]. CERTIFICATION OF NAMES OF LAW ENFORCEMENT
AND CUSTODIAL OFFICERS

Sec. 815.506 [25.506]. BUDGET AND ACTUARIAL INFORMATION

Sec. 815.507 [2550]., PLAN QUALIFICATION
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CHAPTER 815 [25]. ADMINISTRATION

SUBCHAPTER A. BOARD OF TRUSTEES

Sec. 815.001 [2500"]. COMPOSITION OF BOARD OF TRUSTEES. The board of
trustees is composed of six members.

Sec. 815.002 [2502]. APPOINTED TRUSTEES. (a) Three members of the board of
trustees are appointed with the advice and consent of the senate, one each by:

(1) the governor;
(2) the chief justice of the Supreme Court of Texas; and
(3) the speaker of the house of representatives.

(b) Appointed trustees hold office for staggered terms of six years, with the term of
one trustee expiring on August 31 of each even-numbered year.

(c) Before the 11th day after the day on which an appointment is made, the person
appointed to the board shall subscribe to the constitutional oath and the oath of office
provided by Section 815.004 [25.004 of this subtitle].

Sec. 815.003 [25.003]. ELECTED TRUSTEES. (a) Three members of the board of
trustees are nominated and elected by members of the retirement system under rules
adopted Ly the board.

(b) To be eligible to serve as an elected member of the board, a person must be a
member of the retirement system and must hold a position that:

(1) is included in the employee class of membership; and
(2) is not with an agency or department with which another trustee holds a position.

(c) Elected trustees hold office for staggered terms of six years, with the term of one
trustee expiring on August 31 of each odd-numbered year.

(d) The board shall hold elections for the members to nominate and elect a trustee
before August 1 of each odd-numbered year. The board shall make ballots available to
members of the retirement system and all votes must be cast on those ballots.

(e) A person elected to the board of trustees must subscribe to the constitutional oath
and the oath of office provided by Section 815.004 [25.004 of this subtitle] before
beginning his or her term.

(f) The board shall fill vacancies of elected positions on the board for the unexpired
terms.

(g) A person elected to the board as provided by this section is required to serve on the
board.

Sec. 815.004 [25004]. OATH OF OFFICE. (a) Before taking office as a member of
the board of trustees, a person shall subscribe to the following oath of office:

I do solemnly swear that I will, to the best of my ability, discharge the duties of a
trustee of the employees retirement system, that I will diligently and honestly administer
the affairs of the board of trustees of the retirement system, and that I will not
knowingly violate or willingly permit to be violated any of the laws applicable to the
retirement system.

(b) A person may subscribe to the oath of office before any officer qualified to
administer oaths in the state and shall file the sulscribed oath in the office of the
secretary of state.

Sec. 815.005 [25.005]. APPLICATION OF SUN.T ACT. The board of trustees of the
Employees Retirement System of Texas is subject to the Texas Sunset Act (Chapter 325[,
Go n mm.nt Code]), but is not abolished under that Act. The board shall be reviewed
under that Act during the period in which state agencies abolished September 1, 1991, and
every 12th year after that date are reviewed.

Sec. 815.006 [250]. COMPENSATION; EXPENSES. (a) Trustees who are contribu-
ting members of the retirement system serve without compensation but are entitled to

635



71st LEGISLATURE-REGULAR SESSION

reimbursement for all necessary expenses that they incur in the performance of official
board duties.

(b) Subject to the approval of the board of trustees, trustees who are not contributing
membprs of the retirement system may receive:

(1) compensation; and
(2) all necessary expenses that they incur in the performance of official board duties.

Sec. 815.007 [25.007]. VOTING. (a) Each trustee is entitled to one vote.
(b) At any meeting of the board, a majority of the m .nbers present is necessaiy for a

decision by the trustees.

[Sections 815.008-815.100 [25.008-95.400] reserved for expansion]

SUBCHAPTER B. POWERS AND DUTIES OF BOARD

Sec. 815.101 [25404]. GENERAL ADMINISTRATION. The board of trustees is re-
sponsible for the general administration and operation of the retirement system.

Sec. 815.102 [2502]. RULEMAKING. Subject to the limitations of this subtitle, the
board of trustees may adopt rules for:

(1) eligibility of membership;
(2) the administration of the funds of the retirement system;
(3) the program of supplemental benefits for law enforcement and custodial officers;

and
(4) the transaction of any other business of the board.

Sec. 815.103 [25103]. ADMINISTERING SYSTEM ASSETS. (a) The board of trust-
ees shall administer all assets of the retirement system. The board is the trustee of the
system's assets.

(b) The board of trustees may acquire, hold, manage, purchase, sell, assign, trade,
transfer, and dispose of any security, evidence of debt, or other investment in which the
retirement system's assets may be invested.

(c) The board of trustees may authorize the executive director to acquire, hold, manage,
purchase, sell, assign, trade, transfer, and dispose of any security, evidence of debt, or
other investment in which assets of the law enforcement and custodial officer supplemen-
tal retirement fund may be invested.

Sec. 815.104 [25404]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS. The
board of trustees shall file with the comptroller of public accounts a duly attested copy of
a board resolution that designates the authorized representatives, as provided by this
chapter, who have authority to sign vouchers for payment from the funds administered
by the board of trustees.

Sec. 815.105 [25405]. ADOPTING TABLES. The board of trustees shall adopt mor-
tality, service, and other tables the board considers necessary for the retirement system
after considering the results of the actuary's investigation of the mortality, service, and
compensation experience of the system's members and beneficiaries.

Sec. 815.106 [25406]. INTEREST RATE FOR BENEFIT INCREASE RESERVE AC-
COUNT. After consulting with the actuary, the board of trustees shall set a rate of
interest that represents a reasonable recognition of earnings from investment of assets in
the benefit increase reserve account.

Sec. 815.107 [25=01]. RECORDS OF BOARD OF TRUSTEES. The board shall keep a
record of all of its proceedings. Records of the board are open to public inspection.

Sec. 815.108 [2540]. REPORT. Annually, the retirement system shall publish a
report containing the following information:

(1) the retirement system's fiscal transactions of the preceding fiscal year;
(2) the amount of the system's accumulated cash and securities; and
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(3) the balance sheet showing the financial eondition of the system for the preceding
fiscal year.
Sec. 815.109 [2540]. CORRECTION OF ERRORS. If an error in the records of the

retirement system results in a person receiving more or less money than the person is
entitled to receive under this subtitle, the retirement system shall correct the error and so
far as practicable shall adjust future payments so that the actuarial equivalent of the
benefit to which the person is entitled is paid.

(Sections 815.110-815.200 [(25 10-05W] reserved for expansion]

SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES

Sec. 815.201 [2520,]. CHAIRMAN. The board of trustees shall elect a chairman.
The chairman must be a member of the board.

Sec. 815.202 [25,202]. EXECUTIVE DIRECTOR. (a) The board of trustees, by a
majority vote of all merabers, shall appoint a person other than a member of the board to
serve at the board's will as executive director.

(b) The executive director is not a member of the board of trustees.
(c) To be eligible to serve as the executive director, a person must:

(1) have been a citizen of the state for the three years immediately preceding the
person's [hi&]ar-hw] appointment; and

(2) have executive ability and experience to carry out the duties of the office.
(d) The executive director shall recommend to the board of trustees actuarial and other

services required to transact the business of the retirement system.
(e) Annually, the executive director shall prepare an itemized budget showing the

amount required to pay the retirement system's expenses for the following fiscal year
and shall submit the budget to the board of trustees for review and adoption.

Sec. 815.203 [25,M20]. LEGAL ADVISER. The attorney general of the state is the
legal adviser of the board of trustees. The attorney general shall represent the board in
all litigation.

Sec. 815.204 [25204]. MEDICAL BOARD. (a) The board of trustees shall designate
a medical board composed of three physicians.

(b) To be eligible to serve as a member of the medical board, a physician must be
licensed to practice medicine in the state and be of good standing in the medical
profession. A physician who is eligible to participate in the retirement system may not be
a member of the medical board.

(c) The medical board shall:
(1) review all medical examinations required by this subtitle;
(2) investigate essential statements and certificates made by or on behalf of a

member of the retirement system in connection with an application for disability
retirement; and

(3) report in writing to the executive director its conclusions and recommendations on
all matters referred to it.
Sec. 815.205 [25,20]. OTHER PHYSICIANS. The board of trustees may employ

physicians in addition to the medical board to report on special cases.
Sec. 815.206 [25206]. ACTUARY. (a) The board of trustees shall designate an actu-

ary.
(b) The actuary must be thoroughly qualified to be the technical adviser of the board of

trustees on matters concerning iperation of the funds of the retirement system.
(c) At least once every five years the actuary, under the direction of the board of

trustees, shall:
(1) make an actuarial investigation of the mortality, service, and compensation

experience of the members and beneficiaries of the retirement system; and
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(2) make a valuation of the assets and liabilities of the retirement system's funds.
(d) On the basis of tables adopted by the board of trustees under Section 815.105

[25.105 of thi& eub tlo], the actuary shall make a valuation of the assets and liabilities of
the retirement system's funds annually.

(e) The actuary shall perform such other duties as are required by the board of
trustees.

Sec. 815.207 [25,=20]. STATE TREASURER. (a) Except as provided by Section
815.802 or 815.303 [25.3011 or 25.20192 of this subtitle], the state treasurer is the custodian
of the securities, bonds, and funds of the retirement system.

(b) The state treasurer shall pay money from the funds of the retirement system on
warrants drawn by the comptroller supported only on vouchers signed by the executive
director and the chairman of the board of trustees or their authorized representatives.

(c) The state treasurer annually shall furnish to the board of trustees a sworn
statement of the amount of the retirement system's assets in the treasurer's custody.

Sec. 815.208 [25.208]. COMPENSATION OF EMPLOYEES; PAYMENT OF EX-
PENSES. (a) The board of trustees shall compensate all persons whom it employs and
shall pay all expenses necessary to operate the retirement system at rates and in amounts
approved by the board. Those rates and amounts may not exceed those paid for the same
or similar service for the state.

(b) Except as provided by Subsection (c) [oi this section], the board of trustees shall pay
compensation and expenses required by Subsection (a) [of-this setion] from the expense
account.

(c) The board of trustees shall make payments from the law enforcement and custodial
officer supplemental retirement fund for services rendered by the actuary for that fund
and approved by the board.

Sec. 815.209 [25.09]. SURETY BONDS. (a) The state treasurer shall give a surety
bond in the amount of $50,000.

(b) The executive director shall give a surety bond in the amount of $25,000.
(c) The board of trustees may require any trustee or employee of the board, other than

the executive director, to give a surety bond in an amount determined by the board. The
bond is conditioned on the bonded person's faithful execution of the duties of his or her
office.

(d) All surety bonds must be:
(1) made with a commercially sound and solvent surety company that is authorized to

do business in the state;
(2) made payable to the board of trustees; and
(3) approved by the board of trustees and the attorney general of the state.

(e) The board of trustees shall pay from the expense account all expenses for the
execution of a bond under this section, including premiums.

Sec. 815.210 [25=21]. INTEREST IN INVESTMENT PROFITS PROHIBITED. Ex-
cept for an interest in retirement funds as a member of the retirement system, a trustee
or employee of the board of trustees may not have a direct or indirect interest in the gains
or profits of any investment made by the board and may not receive any pay or
emolument for services other than the person's [his&.rher] designated compensation and
authorized expenses.

[Sections 815.211-815.800 [25414-25,30] reserved for expansion]

SUBCHAPTER D. MANAGEMENT OF ASSETS

Sec. 815.301 [25=]. INVESTMENT OF ASSETS. (a) The board of trustees shall:
(1) invest the assets of the retirement system, other than assets of the law enforce-

ment and custodial officer supplemental retirement fund, as a single fund without
distinction as to their source; and
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(2) hold securities purchased with the assets described by Subsection (a)(1) [0i-this
sontios] collectively for the proportionate benefit of all accounts in the trust fund that
are listed in Section 815.310(b) [95.3061(b) of this subtitle].
(b) Except for assets of the law enforcement and custodial officer supplemental

retirement fund, the board of trustees may invest and reinvest any of the retirement
system's assets in the following:

(1) bonds, notes, or other evidences of indebtedness, whether general or specific
obligations, whose principal and interest are guaranteed by the United States, an
agency of the United States, the state, or any political subdivision of the state;

(2) home office facilities, including land, equipment, and office building, used in
administering the retirement system;

(3) corporate bonds, corporate notes, and other evidences of indebtedness of a
corporation if the corporation was created or exists under the laws of a state or the
United States;

(4) common and preferred stocks of companies incorporated within the United States
that have paid cash dividends for 10 consecutive years immediately before the date of
purchase and, unless the stocks are bank or insurance stocks, that are listed on an
exchange registered with the Securities and Exchange Commission or its successor;
and

(5) obligations issued, assumed, or guaranteed by the African Development Bank.
(c) The board of trustees may contract with private professional investment managers

to assist the board in investing the assets of the retirement system.

(d) The board of trustees shall employ one or more well-recognized performance
measurement services to evaluate and analyze the investment results of those assets of
the retirement system. Each service shall compare investment results with the written
investment objectives developed by the board, and shall also compare the investment of
the assets of the retirement system with the investment of other public and private funds.

(e) The board of trustees shall develop written investment objectives concerning the
investment of assets of the retirement system. The objectives may address desired rates
of return, risks involved, investment time frames, and any other relevant considerations.

Sec. 815.302 [25,3014]. INVESTMENT BY BANK IN SHORT-TERM SECURITIES.
The retirement system may contract with one or more commercial banks, designated by
the state treasurer as provided in Section 3, Chapter 401, Acts of the 60th Legislature,
Regular Session, 1967 (Article 6252-5a, Vernon's Texas Civil Statutes), other than a bank
owned by a bank holding company domiciled in a state other than Texas, to serve as
custodians of the system's cash or securities pending completion of an investment
settlement and may authorize a bank acting as custodian to invest the cash so held in
such short-term securities as the board of trustees determines, subject to the restrictions
on investments provided by Sections 815.301(b) [Subsection (b) of Soot!on 25.301] and
815.306 [by Section 25.202 of this subtitle].

Sec. 815.303 [25,30=12]. LOAN OF SECURITIES BY BANK. (a) The retirement sys-
tem may contract with one or more commercial banks, designated by the state treasurer
as provided in Section 3, Chapter 401, Acts of the 60th Legislature, Regular Session, 1967
(Article 6252-5a, Vernon's Texas Civil Statutes), other than a bank owned by a bank
holding company domiciled in a state other than Texas, to serve as custodians of the
system's securities and to lend the securities under rules adopted by the board of trustees
and as required by this section.

(b) To be eligible to lend securities under this section, a bank must:
(1) be experienced in the operation of a fully secured securities loan program;
(2) maintain adequate capital in the prudent judgment of the retirement system to

assure the safety of the securities entrusted to it as a custodian;
(3) execute an indemnification agreement satisfactory in form and content to the

retirement system fully indemnifying the retirement system against loss resulting from
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the bank's service as custodian of the system's securities and its operation of a
securities loan program for the system's securities;

(4) require any securities broker or dealer to whom it lends securities belonging to
the retirement system to deliver to and maintain with the bank collateral in the form of
cash or United States government securities in an amount equal to not less than 100
percent of the market value, from time to time, of the loaned securities; and

(5) speedily collect and remit to the state treasurer on the day of collection by the
fastest available means any dividends or interest collectible by it on securities held by it
as custodian together with identification of the source of the dividends or interest.
Sec. 815.804 [25,=0-1.]. NOMINEE TO HOLD SECURITIES. (a) The retirement sys-

tem may select a nominee to hold securities of the system in the name of the nominee
without mention of ownership by the retirement system in the stock certificate, bond
certificate, stock registration book, or other evidence of title to the securities. If a
nominee is selected under this section, the records and all relevant reports or accounts of
the retirement system must show the ownership by the system of the securities held by
the nominee and the facts regarding the system's holdings.

(b) A nominee selected under this section shall file with the retirement system a signed
statement showing the system's ownership of the securities. A nominee also shall endorse
any stock certificate in blank, uxer.ute an appropriate stock power in blank and attach it to
the stock certificate, or execute u conveyance or assignment of the title to the securities,
and promptly deposit it with the appropriate custodian.

(c) A nominee may not possess the securities and may have access to them only under
the immediate supervision of the custodian of the securities.

(d) A nominee may be a partnership composed of either retirement system employees
or members of the board of trustees, or both. The retirement system may contract with a
partnership under this subsection without complying with statutory requirements for
awarding contracts for services by state agencies. A partner who is also a retirement
system employee or board member may accept no compensation or profits from the
partnership and holds any profits of the partnership in trust for the retirement system.
The retirement system may indemnify its employees or board members acting in their
capacities as individual partners of the nominee and may purchase performance bonds for
them. The retirement system also may pay expenses and provide facilities, services,
supplies, and materials necessary to the functioning of the partnership as its nominee.
Any expense reimbursements must be at the same rate that the partner incurring the
expense would have received as an employee or board member. Amounts may not be
expended for office facilities for the partnership separate from those of the retirement
system.

(e) The records of a nominee shall be maintained by the retirement system and are
subject to audit by the state auditor.

See. 815.805 (2540AI]. INVESTMENT OF LAW ENFORCEMENT AND CUSTODIAL
OFFICER SUPPLEMENTAL RETIREMENT FUND ASSETS. The executive director, as
authorized by the board of trustees, may invest and reinvest the amount of money in the
law enforcement and custodial officer supplemental retirement fund that exceeds the
amount necessary for current operations in the following securities:

(1) interest-bearing bonds of the United States or any authority or agency of the
United States;

(2) any security on which the United States or any authority or agency of the United
States guarantees the payment of principal and interest;

(3) corporate bonds or debentures of a company that is incorporated in the United
States and is rated "A" or better by a nationally recognized bond rating service
approved by the board of trustees; and

(4) short-term securities approved by the board of trustees.
Sec. 815.806 [25,03]. RESTRICTIONS ON INVESTMENTS. (a) The board of trust-

ees may not invest in the stock of one corporation more than one percent of the book
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Ch. 179, § I



71st LEGISLATURE-REGULAR SESSION

value of the total assets of the retirement system, excluding the assets of the law
enforcement and custodial officer supplemental retirement fund.

(b) The retirement system may not own more than five percent of the voting stock of
one corporation.

(c) At any particular time, 25 percent or more of the book value of the assets of the
retirement system, excluding the assets of the law enforcement and custodial officer
supplemental retirement fund, must be invested in government securities described by
Section 815.801(b)(1) [95.301(b)(1) of this subtitle].

Sec. 815.807 [25,304]. DUTY OF CARE. In making investments for the retirement
system, the board of trustees or the executive director shall exercise the judgment and
care, under the circumstances prevailing at the time of the investment, that persons of
ordinary prudence, discretion, and intelligence exercise in the management of their own
affairs, not in speculation but when making a permanent disposition of their funds,
considering the probable income from the disposition and the -probable safety of their
capital.

Sec. 815.808 [25305]. CASH ON HAND. (a) The board of trustees shall keep a
sufficient amount of cash on hand to make payments as they become due each year under
the retirement system.

(b) The amount of cash on hand may not exceed 10 percent of the total amount in the
funds of the retirement system on deposit with the state treasurer, excluding the assets
of the law enforcement and custodial officer supplemental retiremer'. fund.

Sec. 815.309 [25.306]. CREDITING SYSTEM ASSETS. All assets of the retirement
system, except assets of the law enforcement and custodial officer supplemental retire-
ment fund, shall be credited to the trust fund established by Section 815.810 [25.30061 f

Sec. 815.810 [95]3061]. TRUST FUND. (a) A trust fund for the Employees Retire-
ment System of Texas is established with the state treasurer.

(b) All assets of the trust fund shall be credited, according to the purpose for which
they are held, to one of the following accounts:

(1) employees saving account;
(2) state accumulation account;
(3) retirement annuity reserve account;
(4) interest account;
(5) expense account; or
(6) benefit increase reserve account.

Sec. 815.811 [2530 ]. EMPLOYEES SAVING ACCOUNT. (a) The retirement sys-
tem shall deposit in a member's individual account in the employees saving account the
following amounts:

(1) the amount of contributions to the retirement system that is deducted from the
member's compensation;

(2) the portion of a deposit required to reinsttte service credit previously canceled
that represents only the amount withdrawn;

(3) the portion of a deposit required to establish service credit not previously
established that represents only the required contribuion; and

(4) the portion of a deposit required to establish military service credit that repre-
sents only the member's contribution for that credit.
(b) Interest on money in an individual account in the employees saving account is

earned monthly and is computed at the rate of five percent a year on the mean balance of
the member's account for the fiscal year.

(c) Unless an account is closed before the last day of the fiscal year, interest is
computed for the fiscal year and is credited to the member's account as of the last day of
the fiscal year.

Ch. 179, § 1
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(d) If a member's account is closed before the last day of the fiscal year, interest is
computed for the following period:

(1) if the account is closed because of death, from the first day of the fiscal year
through the last day of the month that preceded the month in which the member's
death occurred;

(2) if the account is closed by withdrawal of contributions, from the first day of the
fiscal year through the last day of the month that precedes the month in which the
withdrawal request is validated by the retirement system; or

(3) if the account is closed because of retirement, from the first day of the fiscal year
through the effective date of retirement.
Sec. 815.812 [25,M08]. STATE ACCUMULATION ACCOUNT. (a) The retirement

system shall deposit in the state accumulation account all contribution3 for retirement
made by the state to the retirement system and transfer to the account the amounts
required by Section 815.818 or 815.502 [25.314 or 25.502 of this subt.tle].

(b) The retirement system also shall deposit in the state accumulation account the
interest portion of the following deposits made by members:

(1) deposits required to reinstate service previously canceled;
(2) deposits required to establish service credit not previously established; and
(3) deposits required to establish military service credit.

Sec. 815.818 [25409]. RETIREMENT ANNUITY RESERVE ACCOUNT. (a) The re-
tirement system shall transfer to the retirement annuity reserve account money as
required by Section 815.818, 815.319, 815.320, or 815.821 [Secti ns 295.314, 25.315, 25.316,
and 25.-37 of this rubtitla].

(b) The retirement system shall use the money in the account to pay annuities as
provided by this subtitle.

Sec. 815.314 [25.10]. INTEREST ACCOUNT. Except as provided by Section 815.817
[2 .313 of thissubtitlo], the retirement system shall deposit in the interest account all
income, interest, and dividends from deposits and investments of assets of the retirement
system.

Sec. 815.815 [25 34]. EXPENSE ACCOUNT. (a) The retirement system shall depos-
it in the expense account membership fees, money required to be transferred to the
account under Section 815.818 [295 .314 f this subtitle], and any appropriations made by
the legislature to the account.

(b) The retirement system shall pay from the expense account administration and
maintenance expenses of the retirement system except those expenses the payment of
which is provided for by Section 815.208(c) or 815.817(b) [25 209(e) or 95.313(b) of thissbt-t! ].

Sec. 815.816 [254l2]. BENEFIT INCREASE RESERVE ACCOUNT. The retirement
system shall transfer to the benefit increase reserve account money required to be
deposited in the account under Section 815.818 [295.31 of this subti e] and money
appropriated to pay increases in preexisting annuities if the increases:

(1) are payments for service credited in the employee class; and
(2) were authorized by the legislature after April 30, 1977.

Sec. 815.817 [25 13]. LAW ENFORCEMENT AND CUSTODIAL OFFICER SUP-
PLEMENTAL RETIREMENT FUND. (a) The retirement system shall deposit in the law
enforcement and custodial officer supplemental retirement fund payments made as
provided by Section 815.405 [25.405 of this subtitle], any appropriations made by the
legislature to the fund, and proceeds from investment of the fund.

(b) The retirement system may use money from the fund only to pay supplemental
retirement and death benefits to law enforcement and custodial officers as provided by
this subtitle and to pay for the administration of the fund.

(c) Money appropriated to pay benefits from the fund as provided by this subtitle may
not be diverted or used to pay any other benefits.
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Sec. 815.318 [25,314]. TRANSFER OF ASSETS FROM INTEREST ACCOUNT. (a)
The board of trustees shall transfer from the interest account to the employees saving
account amounts of interest computed under Section 815.311 [25.-07 of this subtitle] at
the following times:

(1) as required during the fiscal year for a member's account in the retirement
system that is closed before the last day of the fiscal year; and

(2) as of the last day of the fiscal year for a member's account that is not closed
before the last day of the fiscal year.
(b) As required during the year, the board of trustees shall transfer from the interest

account to the expense account amounts it determines necessary for the payment of the
retirement system's expenses that exceed the amount of money available for those
expenses.

(c) As of the last day of each fiscal year, the board of trustees shall transfer from the
interest account to the retirement annuity reserve account an amount equal to:

(1) five percent of the mean amount in the retirement annuity reserve account for
that fiscal year; or

(2) an amount computed at a greater rate if the actuary recommends the greater rate
to finance adequately the annuities payable from the retirement annuity reserve
account.
(d) As of the last day of each fiscal year, the board of trustees shall transfer from the

interest account to the benefit increase account an amount computed at the rate set by
the board under Section 815.106 [25.406 of this subtitle].

(e) After making the transfers required by this section, the booird of trustees, as of the
last day of each fiscal year, shall transfer the amount remaining in the interest account to
the state accumulation account.

Sec. 815.319 [25315]. TRANSFER OF ASSETS ON RETIREMENT AND RESTORA-
TION TO ACTIVE SERVICE. (a) When a member retires, the retirement system shall
transfer:

(1) from the employees saving account to the retirement annuity reserve account, an
amount equal to the member's accumulated contributions; and

(2) from the state accumulation account to the retirement annuity reserve account,
an amount equal to the difference between the total reserve at present worth reserve
value of the member's retirement annuity and the amount credited to the member's
individual account as of the day of retirement.
(b) If a person who receives disability benefits has those benefits terminated under

Section 814.210 [24.210 of thi scubtitlo], the retirement system shall transfer the balance
of the person's retirement reserve from the retirement annuity reserve account to the
employees saving account and to the state accumulation account in proportion to the
original amount transferred to the retirement annuity reserve account from those
accounts.

Sec. 815.320 [25,316. TRANSFER OF ASSETS TO PAY BENEFIT INCREASES.
Each month the retirement system shall transfer from the benefit increase reserve
account to the retirement annuity reserve account the amount required to pay increases
in preexisting annuities authorized by the legislature after April 30, 1977, for service
credited in the employee class.

Sec. 815.321 [25=-]. TRANSFER OF ASSETS FOR DEATH BENEFIT ANNUI-
TIES. (a) When a member dies who selected or was eligible to select a death benefit
plan, or whose beneficiary is eligible to receive an annuity under [(
Section 814.302(b) [24,302] or 814.304 [Seat-on 2.3 A of this ubtitlo], the retirement
system shall transfer:

(1) from the employees saving account to the retirement annuity reserve account, an
amount equal to the member's accumulated contributions; and

(2) from the state accumulation account to the retirement annuity reserve account,
an amount equal to the difference between the total reserve, at present worth reserve
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value, of the death benefit annuity and the amount credited to the member's individual
account as of the day of the member's death.
Sec. 815.822 [2(853]. TRANSFER OF ASSETS TO ADJUST AMOUNT IN RETIRE-

MENT ANNUITY RESERVE ACCOUNT. After making the transfers required by
Section 815.818 [25.314 f this subtit ], the board of trustees shall make a transfer to
make the amount in the retirement annuity reserve account equal, as of the last day of
each fiscal year, to the actuarial present value of the annuities for which a transfer of
assets has been made as required by Section 815.819 [25 315 of this subtitle]. The transfer
shall be:

(1) a transfer from the retirement annuity reserve account to the state accumulation
account of the amount by which the amount in the retirement annuity reserve account
exceeds the actuarial present value of the annuities; or

(2) a transfer from the state accumulation account to the retirement annuity reserve
account of the amount by which the actuarial present value of the annuities exceeds the
amount in the retirement annuity reserve account.

[Sections 815.828-815.400 [(2519-25A00] reserved for expansion]

SUBCHAPTER E. COLLECTION OF MEMBERSHIP FEES AND CONTRIBUTIONS

Sec. 815. 401 [25401]. COLLECTION OF MEMBERSHIP FEES. (a) Each member
annually shall pay a membership fee of $2. A contributing member shall pay the fee with
the member's first contribution to the retirement system in each fiscal year in the manner
provided by Section 815.402 [25.402 of this subtitle] for payment of the member's
contribution to the retirement system.

(b) If the membership fee is not paid with the member's first contribution of the year to
the retirement system, the board of trustees may deduct the amount of the fee from that
contribution or from any benefit to which the member becomes entitled.

(c) If the legislature appropriates, on behrdf of each contributing member for any fiscal
year, a membership fee to be deposited in the expense account in an amount equal to or
greater than the membership fee required by Subsection (a) [of this seotion], the members
are not required to pay the membership Zee for that year.

Sec. 815.402 [25,)0]. COLLECTION OF MEMBER CONTRIBUTIONS. (a) Each
payroll period, each department or agcncy of the state shall cause to be deducted from
each member's compensation a contribution of:

(1) six percent of the compensation if the member is not a member of the legislature;
or

(2) eight percent of the compensation if the member is a member of the legislature.
(b) To facilitate the making of deductions, the board of trustees may modify a

member's required deductions by an amount that does not exceed one-tenth of one
percent of the annual compensation on which the deduction is made.

(c) Each department or agency head shall certify to the board of trustees and to the
disbursing officer of the department or agency on each payroll, or in another manner
prescribed by the board, the amounts to be deducted from each member's compensation.

(d) The disbursing officer of each department or agency on authority from the
department or agency head shall:

(1) make deductions from each member's compensation for contributions to the
retirement system;

(2) transmit monthly, or at the time designated by the board of trustees, a certified
copy of the payroll or report to the retirement system; and

(3) pay the amount deducted to the retirement system for deposit in the employees
saving account.
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(e) The retirement system shall record all receipts of member contributions and shall
deliver the receipts to the state treasurer. The state treasurer shall credit the receipts to
the employees saving account.

(f) The deductions required by this section shall be made even if the member's
compensation is reduced below the amount equal to the minimum compensation provided
by law.

(g) By becoming a member of the retirement system, a member consents to the
deductions required by this section. The payment of compensation less those deductions
is a complete release of all claims, except benefits provided by this subtitle, for services
rendered by the member during the payment period.

Sec. 815.403 [25,403]. COLLECTION OF STATE CONTRIBUTIONS. (a) During
each fiscal year, the state shall contribute to the retirement system:

(1) an amount equal to 7.4 percent of the total compensation of all members of the
retirement system for that year;

(2) money to pay lump-sum death benefits for retirees under Section 814.501 [24.501
of thiSsubti.le];

(3) money necessary for the administration and payment of benefits from the law
enforcement and custodial officer supplemental retirement tund; and

(4) money for service credit not previously established, as provided by Section
813.202(e) [23,202(s)] or 813.302(d) [93.309(d) of thi subtitle ].
(b) Before November 2 of each even-numbered year, the retirement system shall certify

to the Legislative Budget Board [legislative budget board] and to the budget division of
the governor's office for review:

(1) an estimate of the amount necessary to pay the state's contribution under
Subsections (a)(1), (a)(2), and (a)(4) [ef this seetiea] for the following biennium;

(2) the estimated amount, based on actuarial valuations, of appropriated funds
required in addition to other available money to finance all benefits provided from the
law enforcement and custodial officer supplemental retirement fund for the following
biennium;

(3) the estimated amount, based on actuarial valuations, of appropriated funds
required for the following biennium to fully finance, within a period of not more than 36
years after September 1, 1979, liabilities of the law enforcement and custodial officer
supplemental retirement fund accrued because of service performed before September
1, 1979; and

(4) as a separate item, aui estimate of the amount required to administer the law
enforcement and custodial officer supplemental retirement fund for the following
biennium.
(c) The amounts certified under Subsection (b) [e- this sertion] shall be included in the

budget of the state that the governor submits to the legislature.
(d) Before September 1 of each year, the retirement system shall certify to the state

comptroller of public accounts and to the state treasurer:
(1) an estimate of the amount necessary to pay the state's contribution under

Subsection (a)(1) [e this se-tiea] for the following fiscal year;
(2) an estimate of the amount necessary to pay membership fees for the following

fiscal year, if the legislature has appropriated money for that purpose; and
(3) an estimate of the amount required to pay lump-sum death benefits for retirees

under Section 814.501 [24,501 of this subtitle] for the following fiscal year.
(e) All money allocated and appropriated by the state to the retirement system for

benefits provided by the retirement system, except money for the payment of lump-sum
death benefits and for the payment of benefits from the law enforcement and custodial
officer supplemental retirement fund, shall be paid, based on the annual estimate of the
retirement system, in monthly installments to the state accumulation fund. The money
required for state contributions and membership fees shall be from respective funds
appropriated to pay the compensation of the member for whose benefit the contribution
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or fee is paid. If the total of the estimated required payments is not equal to the total of
the actual payments required for a fiscal year, the retirement system shall certify to the
state comptroller of public accounts and the state treasurer at the end of that year the
amount required for necessary adjustments, and the state treasurer shall make the
required adjustments.

(f) On certification by the retirement system, the comptroller of public accounts shall
transfer from the general reveue fund to the state accumulation account of the
retirement system the amount then required for the payment of lump-sum death benefits
for retirees under Section 814.501 [2,..501 of this subtitle].

Sec. 815.404 [25.404]. USE OF FEDERAL MONEY. If federal regulations prohibit an
agency's use of money provided under federal job training laws [the Comprehe
Employmont and Training Act of 1973, Publig Law 92-203t,] as state contributions, an
agency shall use other money available to it to make state contributions to the retirement
system for affected employees.

Sec. 815.405 [25A05]. CONTRIBUTIONS TO LAW ENFORCEMENT AND CUSTO-
DIAL OFFICER SUPPLEMENTAL RETIREMENT FUND. The Department of Public
Safety shall transfer monthly to the law enforcement and custodial officer supplemental
retirement fund $1.50 of the motor vehicle inspection fee for each vehicle inspected as
required under Section 141(c) of the Uniform Act Regulating Traffic on Highways (Article
6701d, Vernon's Texas Civil Statutes), and $3 for each vehicle inspected as required by
Section 141(c-1) of that Act.

Sec. 815.406 [2540]. EMPLOYER PICKUP OF MEMBER CONTRIBUTIONS. (a)
The state shall pick up the employee contribution required of each of its employees by
Section 815.402 [25.402 of this subtitle] for all compensation earned after December 31,
1987. The state shall pay to the retirement system the picked-up contributions from the
same source of funds that is used in paying earnings to the employees. Such payments
shall be in lieu of contributions by the employees. The state shall pick up these
contributions by a corresponding reduction in the cash salary of the employees, by an
offset against a future salary increase, or by a combination ofoa salary reduction and
offset against a future salary increase. Employees do [shaU] not have the option of
choosing to receive the contributed amounts directly instead of having them paid by the
state to the retirement system.

(b) Contributions picked up as provided by [in] Subsection (a) [of this sesGetio] shall be
treated as employer contributions in determining tax treatment of the amounts under the
United States Internal Revenue Code; however, the state shall continue to withhold
federal income taxes on these picked-up contributions until the Internal Revenue Service
determines or the federal courts rule that pursuant to Section 414(h) of the Internal
Revenue Code of 1986 (26 U.S.C. [IJ,S,C,,A,] Section 414 [444(h)]) these picked-up
contributions may [&Wa] not be included as gross income of the employee until such time
as they are distributed or made available.

(c) Employee contributions picked up as provided by [in] Subsection (a) [i-tlis-soti-o]
shall be transmitted to the retirement system in the manner required by Section 815.402
[25.402 of this sub!tite]. Employee contributions picked up by the state and credited to
the employee's account shall be treated for all other purposes as if the amount were a
part of the member's compensation and had been deducted pursuant to [the-prvisonf
Section 815.408(a) [25. 03(a) of thi subtite].

[Sections 815.407-815.500 [25A40-45,W] reserved for expansion]

SUBCHAPTER F. MISCELLANEOUS ADMINISTRATIVE PROCEDURES

Sec. 815.501 [25,501 ]. STATEMENT OF AMOUNT IN INDIVIDUAL ACCOUNTS.
The retirement system shall furnish to a member, on written request, a statement of the
amount credited to the member's individual account. The board s not required to furnish
more than one statement to each member in a fiscal year.

Sec. 815.502 [25 502]. TRANSFER OF ACCUMULATED CONTRIBUTIONS IN
CERTAIN CIRCUMSTANCES. (a) Except as provided by Subsection (b) [ef-thissection],
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if a valid application for payment based on money or credit in a member's individual
account in the employees saving account is not filed with the retirement system before
the expiration of five years after the last day of the most recent month of service for
which the member has credit in the retirement system, the retirement system shall mail a
notice to the member at the member's most recent address as shown on system records.
If no address is available or if the notice is returned unclaimed, the retirement system
shall cause a notice to be published in a newspaper of general circulation in the state.

(b) This section does not apply to an account of a member who has enough service
credit in the retirement system to enable the member to retire at an attained age.

(c) A. notice under this section must include the name of the member, the name of the
agency at which the member most recently acquired service credit, a statement that the
member is entitled to a payment of money, and a statement of the procedure for keeping
the member's account open or claiming a payment.

(d) Before the 31st day after the day a notice is mailed or published under this section,
whichever is later, an application must be filed with the retirement system:

(1) by the memi.ber, requesting that the account be kept open; or

(2) by the member, or, if the member has died, by any other person entitled to
payment based on the member's account, requesting payment based on money or credit
in the account.

(e) If a valid application is made as provided by Subsection (d)(2) [of this se tion], the
retirement system shall pay the applicant any benefit to which the applicant is entitled.

(f) If a valid application is not made as provided by Subsection (d) [0i this setion], the
retirement system shall cancel the service credit in the member's account, transfer the
accumulated contributions in the account to the state accumulation account, and close the
member's account.

(g) Except as provided by Subsection (j) [of t.his-setion], if a person files with the
retirement system a valid application for payment based on a closed account the
accumulated contributions of which have been transferred under Subsection (f) [of-this
seetio], the retirement system shall restore to the employees saving account the amount
transferred and credit canceled and shall pay any benefit to which the applicant is
entitled.

(h) Except as provided by Subsection (j) [of-this-section], if a person whose accumulated
contributions have been transferred under Subsection (f) [of this seotion] again becomes a
member, the retirement system shall reinstate in the member's active individual account
in the employees saving account the amount transferred and credit canceled.

(i) Except as provided by Subsection j) [d-this-section], if a person whose accumulated
contributions have been transferred under Subsection (f) [of-t t ] would be eligible
to receive a benefit from the retirement system under Chapter 803 [- of this tit'e] were
the person's account not closed, the person may file with the retirement system an
application for retirement, and the retirement system shall reopen the person's account
and reinstate the canceled credit for the purpose of allowing the person to retire.

(j) A payment under Subsection (g) [of th; -se tio:n], a reinstatement under Subsection
(h) [oe this- .s tiei], or a retirement under Subsection (i) [of this sedtion] precludes action
under any other of those subsections.

(k) If a member makes an application as provided by Subsection (d)(1) [of this seotion],
the retirement system, after the fifth anniversary of the date the application was filed,
shall reinstitute the process provided by Subsections (a), (c), (d), (e), and (f) [of-this
seatieo], if disposition of money and credit in the account has not been made before that
time.

(1) The retirement system may apply the process provided by Subsections (a), (c), (d),
(e), and (f) [of thisseation] to other money it holds for payment, if the system first
determines that no claim for the money is likely to be filed.
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Sec. 815.508 [295503]. MEMBEi S' RECORDS. Records of members and beneficiaries
under retirement plans administered by the retirement system that are in the custody of
the system are considered to be personnel records and are required to be treated as
confidential information under Section 3(a)(1), Chapter 424, Acts of the 63rd Legislature,
1973[ra] (Article 6252-.17a, Vernon's Texas Civil Statutes).

Sec. 815.504 [25,504]. REPRODUCTION AND PRESERVATION OF RECORDS. (a)
The retirement system may photograph, microphotograph, or film any record in its
possession.

(b) If a record is reproduced under Subsection (a) [ef-thi.-soetioa], the retirement
system may destroy or dispose of the original record if the system first:

(1) places the reproduction in a conveniently accessible file; and

(2) provides for the preservation, examination, and use of the reproduction.

(c) A photograph, microphotograph, or film of a record reproduced under Subsection (a)
[of-this soot ] is equivalent to the original record for all purposes, including introduction
as evidence in all courts and administrative agency proceedings. A duly certified or
authenticated copy of such a photograph, microphotograph, or fi!m is admissible as
evidence equally with the original photograph, microphotograph, or film.

(d) The executive director or an authorized representative may certify the authenticity
of a photograph, microphotograph, or film of a record reproduced under this section and
shall charge a fee for the certified photograph, microphotograph, or film as provided by
law.

(e) Certified records shall be furnished to any person who is authorized by law to
receive them.

Sec. 815.505 [25 505]. CERTIFICATION OF NAMES OF LAW ENFORCEMENT
AND CUSTODIAL OFFICERS. As of the last day of each fiscal year, the Department of
Public Safety, the Texas Alcoholic Beverage Commission, the Parks and Wildlife Depart-
ment, the State Purchasing and General Services Commission, and the Texas Department
of Corrections shall certify to the retirement system the names of employees and the
amount of service each employee performed as a law enforcement officer or custodial
officer during that fiscal year.

Sec. 815.506 [25.506]. BUDGET AND ACTUARIAL INFORMATION. The retirement
system shall keep, in convenient form, data necessary for actuarial valuation of the funds
of the retirement system and for checking the system's expenses.

Sec. 815.507 [25,=]. PLAN QUALIFICATION. (a) It is intended that the provi-
sions of this subtitle be construed and administered in a manner that the retirement
system's benefit plan will be considered a qualified plan under Section 401(a) of the
Internal Revenue Code of 1986 (26 U.S.C. [UJ.%,A,] Section 401 [40")]). The board of
trustees may adopt rules that modify the plan to the extent necessary for the retirement
system to be a qualified plan. Rules adopted by the board of trustees are to be
considered a part of the plan.

(b) In determining qualification status under Section 401(a) of the Internal Revenue
Code of 1986 (26 U.S.C. [ISC.A,] Section 401 [4W]), the retirement system's benefit
plan shall be considered the primary retirement plan for members of t.e retirement
system.
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SUBTITLE C [D]. TEACHER RETIREMENT SYSTEM OF TEXAS

CHAPTER 821 [3]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 821.001 [31,001]. DEFINITIONS

Sec. 821.002 [31.002]. PURPOSE OF SUBTITLE

Sec. 821.003 [31.003]. RETIREMENT SYSTEM

Sec. 821.004 [31,004]. POWERS AND PRIVILEGES

Sec. 821.005 [31,005]. EXEMPTION FROM EXECUTION

Sec. 821.006 [31,005]. ACTION INCRIEASING AMORTIZATION PERIOD

[Sections 821.007-821.100 [31007-31400] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

Sec. 821.101 [31403]. CONVERSION OF FUNDS; FRAUD

Sec. 821.102 [3402]. PENALTIES

Sec. 821.103 [31403]. CANCELLATION OF TEACHER CERTIFICATE

SUBTITLE C [D]. TEACHER RETIREMENT SYSTEM OF TEXAS

CHAPTER 821 [3U]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 821.001 [31,00]. DEFINITIONS. In this subtitle:
(1) "Accumulated contributions" means the total of amounts in a member's individual

account in the member savings account, including:

(A) amounts deducted from the compensation of the member;

(B) other member deposits required to be placed in the member's individual
account; and

(C) interest credited to amounts in the member's individual account.
(2) "Actuarial equivalent" of a benefit means a benefit of equal monetary value

[when] computed on the basis of annuity or mortality tables and on an interest or
discount rate that is adopted by the board of trustees for the purpose from time to time
and that is in force on the effective date of the benefit.

(3) "Actuarially reduced" means reduced to the actuarial equivalent.

(4) "Annual compensation" means the compensation to a member of the retirement
system for service during a school year that is reportable and subject to contributions
as provided by Section 822.201 [32.201 of this -ubtitl8].

(5) "Board of trustees" means the board appointed under this subtitle to administer
the retirement system.

(6) "Employee" means a person who is employed, as determined by the retirement
system, on other than a temporary basis by an employer for at least one-half time at a
regular rate of pay comparable to that of other persons employed in similar positions.

(7) "Employer" means the state or any of its designated agents or agencies respon-
sible for public education, including the governing board of any school district created
under the laws of this state, any county school board, the board of trustees, the State
Board of Education, the Central Education Agency, the board of regents of any college
or university, or any other legally constituted board or agency of any public school.
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(8) "Faculty member" means a person who is employed by an institution of higher
education on a full-time basis as:

(A) a member of the faculty whose duties include teaching or research;
(B) an administrator responsible for teaching and research faculty;
(C) a member of the administrative staff of the Texas Higher Education Coordinat-

ing Board; or
(D) a professional librarian, a president, a chancellor, a vice-president, a vice-chan-

cellor, or other professional staff person whose national mobility requirements are
similar to those of faculty members and who fills a position that is the subject of
nationwide searches in the academic community.
(9) "Governing board" means the body responsible for policy direction of an institu-

tion of higher education.
(10) "Institution of higher education" has the meaning provided for that term in

Section 61.003, [Qwgas] Education Code.
(11) "Membership service" mev.as service during a time that a person is both an

employee and a member of the retirement system.
(12) "Public school" means an educational institution or organization in this stat^

that is entitled by law to be supported in whole or. in part by state, county, school
district, or other municipal corporation funds.

(13) "Retirement" means the withdrawal from service with a retirement benefit
granted under this subtitle.

(14) "Retirement system" means the Teacher Retirement System of Texas.
(15) "School year" means:

(A) a 12-month period beginning approximately September 1 and ending approxi-
mately August 31 of the next calendar year; or

(B) for a member whose contract begins after June 30 and continues after August
31 of the same calendar year, a period not to include more than 12 months beginning
on the date the contract begins.
(16) "Service" means the time a person is an employee.
(17) "Service credit" means the amount of prior, membership, military, or equivalent

membership service credited to a person's account in the retirement system.
Sec. 821.002 [3102]. PURPOSE OF SUBTITLE. The purpose of this subtitle is to

establish a program of benefits for members, retirees, and other beneficiaries of the
retirement system and to establish rules for membership in and the management and
operation of the retirement system.

Sec. 821.008 [S1,0S]. RETIREMENT SYSTEM. The retirement system is an agency
of the state. Except as provided by Section 825.. 04 [35 .01 of this subtitle], the Teacher
Retirement System of Texas is the name by which all business of the retirement system
shall be transacted, all its funds invested, and all its cash, securities, and other property
held.

Sec. 821.004 [(3.004]. POWERS AND PRIVILEGES. The retirement system has the
powers, privileges, and immunities of a corporation, as well as the powers, privileges, and
immunities conferred by this subtitle.

Sec. 821.005 [3J045]. EXEMPTION FROM EXECUTION. All retirement allowances,
annuities, refunded contributions, optional benefits, money in the various retirement
system accounts, and rights accrued or accruing under this subtitle to any person are
exempt from garnishment, attachment, state and municipal taxation, sale, levy, and any
other process, and are unassignable.

Sec. 821.006 [31000]. ACTION INCREASING AMORTIZATION PERIOD. (a) A
rate of member or state contributions to or a rate of interest or the rate of a fee required
for the establishment of credit in the retirement system may not be reduced or eliminated,
a type of service may not be made creditable in the retirement system, a limit on the
maximum permissible amount of a type of creditable service may not be removed or
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raised, a new monetary benefit payable by the retirement system may not be established,
and the determination of the amount of a monetary benefit from the system may not be
increased, if, as a result of the particular action, the time, as determined by an actuarial
valuation, required to amortize the unfunded actuarial liabilities of the retirement system
would be increased to a period that exceeds 80 years by one or more years.

(b) If the amortization period for the unfunded actuarial liabilities of the retirement
system exceeds 30 years by one or more years at the time an action described by
Subsection (a) [ei-this-seetion] is proposed, the proposal may not be adopted if, as a result
of the adoption, the amortization period would be increased, as determined by an actuarial
valuation.

[Sections 821.007-821.100 [34,07-3440] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

Sec. 821.101 [31401]. CONVERSION OF FUNDS; FRAUD. (a) A person commits
an offense if the person knowingly or intentionally confiscates, misappropriates, or
converts funds that represent deductions from a member's salary or that belong to the
retirement system.

(b) A person commits an offense if the person knowingly or intentionally makes or
permits the making of a false record for or statement to the retirement system in an
attempt to defraud the retirement system.

(c) A member commits an offense if the member intentionally receives as a salary
money that should have been deducted as provided by this subtitle from the member's
salary.

(d) A person commits an offense if the person knowingly or intentionally violates a
requirement of this subtitle other than ones described by Subsection (a), (b), or (c) [of-this
seton].

Sec. 821.102 [31402]. PENALTIES. (a) An offense under Section 821.101(a)
[3140.1(] or 821.101(b) [31.101(b) of this Bubtit!] is a felony punishable by imprisonment
in the Texas Department of Corrections for not less than one nor more than five years.

(b) An offense under Section 821.101(c) [31.101(o) of this subtitle] is a misdemeanor
punishable by a fine of not less than $100 nor more than $500.

(c) An offense under Section 821.101(d) 31 .101(d) 9f this subtitle] is a misdemeanor
punishable by a fine of not less than $100 nor more than $1,000.

Sec. 821.103 [34]. CANCELLATION OF TEACHER CERTIFICATE. (a) After
receiving notice from the board of trustees of an offense under Section 821.101 [314010-
this-sbtitle] and after a hearing, the state commissioner of education may cancel the
teacher certificate of a person if the commissioner determines that the person committed
the offense.

(b) A person whose teacher certificate is canceled under this section may appeal the
commissioner's decision to the State Bourd of Education.

(c) A criminal prosecution of an offender under Section 821.101 [31.101 ef this subtitle]
is not a prerequisite to action by the commissioner under this section.
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CHAPTER 822 [321. MEMBERSHIP

SUBCHAPTER A. MEMBERSHIP

Sec. 822.001 [3200-]. MEMBERSHIP REQUIREMENT

Sec. 822.002 [32,002]. EXCEPTIONS TO MEMBERSHIP REQUIREMENT See. 822.008
[&20]. TERMINATION OF MEMBERSHIP Sec. 822.004 [3204]. EFFECT OF
TERMINATION Sec. 822.005 (3200]. WITHDRAWAL OF CONTRIBUTIONS Sec.
822.006 [32,000]. RESUMPTION OF MEMBERSHIP AFTER TERMINATION

[Sections 822.007-822.200 [32,007-32400] reserved for expansion]

SUBCHAPTER B [G]. MEMBER COMPENSATION SUBJECT TO
CONTRIBUTIONS AND CREDIT

Sec. 822.201 [3,20]. MEMBER COMPENSATION

CHAPTER 822 [(32]. MEMBERSHIP

SUBCHAPTER A. MEMBERSHIP

Sec. 822.001 [32"00]. MEMBERSHIP REQUIREMENT. (a) Membership in the retire-
ment system includes:

(1) all persons who were members of the retirement system on the day before the
effective date of this subtitle; and

(2) all employees of the public school system.
(b) Membership in the retirement system is a condition of employment for employees of

the public school system unless an employee is excluded from membership under Section
822.002 [32.002 of this subtitle].

Sec. 822.002 [32.002]. EXCEPTIONS TO MEMBERSHIP REQUIREMENT. (a) An
employee of the public school system is not permitted to be a member of the retirement
system if the employee:

(1) executed and filed a waiver of membership prior to the effective date of this
subtitle and has not elected membership pursuant to Subsection (b) [of this sea tio..];

(2) is eligible and elects to participate in the optional retirement program under
Chapter 880 [36 of this subtitl];

(3) is solely employed by a public institution of higher education that as a condition of
employment requires the employee to be enrolled as a student in the institution;

(4) is solely employed as a noncertified instructor in a program described in Subchap-
ter G, Chapter 13, Education Code; or

(5) has retired under the retirement system and has not been reinstated to member-
ship pursuant to Section 828.502, 824.005, or 824.807 [33.502, 34.005, or 34 30? fihi

(b) An employee under Subsection (a)(1) [of-this-seetio] may become a member of the
retirement system at the beginning of a school year, but the employee will not be entitled
to credit for waived service unless payment for the waived service is made under Section
828.202 [92.202 of this subtitl!].

Sec. 822.008 [32.003]. TERMINATION OF MEMBERSHIP. (a) A person terminates
membership in the retirement system by:

(1) death;
(2) retirement;
(3) withdrawal of all of the person's contributions while the person is absent from

service; or
(4) absence from service for more than five consecutive years within a six-year

period.
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(b) If a person, regardless of age, has 10 or more years of service credit, absence from
service does not terminate membership in the retirement system unless all of the person's
contributions are withdrawn.

(c) A person is not absent from service if the person:
(1) is performing military service creditable in the retirement system; or
(2) is on leave of absence from employment in a public school.

Sec. 822.004 [32.004]. EFFECT OF TERMINATION. If a person terminates member-
ship in the retirement system under Section 822.008(a)(8.) or (a)(4) [32.003(a)(3) or
32.003(aX.) of this subtitle], the retirement system shall cancel all of the person's service
credit in the retirement system.

Sec. 822.005 [32005]. WITHDRAWAL OF CONTRIBUTIONS. (a) A person who is
absent from service except by death or retirement may withdraw all of the accumulated
contributions credited to the person in the member savings account.

(b) An application to withdraw contributions under this section must be in writing and
on a form prescribed by the board of trustees.

(c) A person is not entitled to withdraw contributions who has applied for employment,
or has received a promise of employment, in a position covered by the retirement system.

Sec. 822.006 [32000]. RESUMPTION OF MEMBERSHIP AFTER TERMINATION.
A person whose membership in the retirement system has been terminated and who
resumes membership must enter the retirement system on the same terms as a person
entering service for the first time and is not entitled to credit for previous or other
terminated service unless it is reinstated under Section 828.501 [334U] or 828.502 [3302Gf this subt.i.t.e].

[Sections 822.007-822.200 [&2407-32400] reserved for expansion]

SUBCHAPTER B []. MEMBER COMPENSATION SUBJECT TO
CONTRIBUTIONS AND CREDIT

See. 822.201 [32&20]. MEMBER COMPENSATION. (a) Unless otherwise provided
by this subtitle, compensation subject to report and deduction for member contributions
and to credit in benefit computations is:

(1) beginning with the 1981-82 school year, only a member's salary and wages for
service, less any amounts excluded by rules of the board of trustees adopted pursuant
to Section 825.110 [35.110 f this subtitle]; and

(2) in school years before the 1981-82 school year, all compensation for service that
was or should have been reported under laws and rules governing the retirement
system when the compensation was paid but excluding compensation greater than
$25,000 for a school year beginning after August 31, 1969, but before September 1,
1979, and compensation greater than $8,400 for a school -year beginning before
September 1, 1969.
(b) "Salary and wages" as used in Subsection (a) [f-this-setion] means:

(1) normal periodic payments of money for service the right to which accrues on a
regular basis in proportion to the service performed;

(2) career ladder payments of money authorized by Section 16.057, Education Code;

(3) amounts by which the member's salary is reduced under a salary reduction
agreement uuthorized by Article 6252-3d, Revised Statutes; and

(4) amounts that would otherwise qualify as salary and wages under Subdivision (1)
or (2) [of ts subseetion] but are not received directly by the member pursuant to a
good faith, voluntary written salary reduction agreement in order to finance payments
to a deferred compensation or tax sheltered annuity program specifically authorized by
state law or to finance benefit options under a cafeteria plan qualifying under Section
125 of the [United-Stos] Internal Revenue Code of 1986 (26 U.S. C. Section 125), if:
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(A) the program or benefit options are made available to all employees of the
employer; and

(B) the benefit options in the cafeteria plan are limited to one or more options that
provide deferred compensation, group health and disability insurance, group term life
insurance, dependent care assistance programs, or group legal services plans.

(c) Excluded from salary and wages are expense payments, allowances, payments for
unused vacation or sick leave, maintenance or other nonmonetary compensation, fringe
benefits, deferred compensation other than as provided by [in] Subsection (b)(3) [(o-this
seation], compensation that is not made pursuant to a valid employment agreement, and
any compensation not described in Subsection (b) [of this seetion].
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CHAPTER 823 [33]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 82 .001 [33,00-]. TYPES OF CREDITABLE SERVICE

Sec. 823.002 [33002]. SERVICE CREDITABLE IN A YEAR

Sec. 828.008 [33003]. BENEFITS BASED ON SERVICE CREDIT

[Sections 823.004-823.100 [33.004-33 40] reserved for expansion]

SUBCHAPTER B. ESTABLISHMENT OF PRIOR SERVICE

Sec. 823.101 [3340 ]. CREDITABLE PRIOR SERVICE

Sec. 823.102 [33402]. STATEMENT OF PRIOR SERVICE

Sec. 823.108 [23403]. PRIOR SERVICE CREDIT

Sec. 823.104 [33404]. RESTORATION OF CERTIFICATE FOR PRIOR SERVICE
EXCLUDED BECAUSE OF LATE INITIAL EMPLOYMENT

[Sections 828.105-823.200 [33405-33,200] reserved for expansion]

SUBCHAPTER C. ESTABLISHMENT OF MEMBERSHIP SERVICE

Sec. 823.201 [33201]. CURRENT MEMBERSHIP SERVICE

Sec. 823.202 [33,202]. MEMBERSHIP SERVICE PREVIOUSLY WAIVED

[Sections 823,203-828.300 [33 203-33.300] reserved for expansion]

SUBCHAPTER D. ESTABLISHMENT OF MILITARY SERVICE

Sec. 823.301 [33.301]. CREDITABLE MILITARY SERVICE

Sec. 82S.302 [33302]. MILITARY SERVICE CREDIT

Sec. 823.808 [33,303]. MILITARY LEAVE CREDIT

[Sections 828.304-823.400 [33-304-334W] reserved for expansion]

SUBCHAPTER E. ESTABLISHMENT OF EQUIVALENT MEMBERSHIP SERVICE

Sec. 828.401 [33 . ]. OUT-OF-STATE SERVICE

Sec. 823.402 [33.402]. DEVELOPMENTAL LEAVE

Sec. 823.403 [3.03]. UNIVERSITY COMPONENT SERVICE

Sec. 823.404 [33.404]. CERTAIN MENTAL HEALTH AND MENTAL
RETARDATION SERVICE

[Sections 828.405-823.500 [33A05-33,500] reserved for expansion]

SUBCHAPTER F. REINSTATEMENT OF SERVICE CREDIT

Sec. 823.501 [33W50]. CREDIT CANCELED BY MEMBERSHIP TERMINATION

Sec. 823.502 [3502]. CREDIT OF RETIREE

CHAPTER 823 [33]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 828.001 [33.001]. TYPES OF CREDITABLE SERVICE. The types of service
creditable in the retirement system are:

(1) prior service;
(2) membership service;
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(3) military service; and
(4) equivalent membership service.

Sec. 82.002 [330]. SERVICE CREDITABLE IN A YEAR. The board of trustees
by rule shall determine how much service in any year is equivalent to one year of service
credit, but in no case may all of a person's service in one school year be creditable as more
than one year of service.

Sec. 828.008 [330]. BENEFITS BASED ON SERVICE CREDIT. Except as other-
wise provided under the optional retirement program, years of service on which the
amount of a benefit is based consist of the number of years of service credit to which a
member is entitled.

[Sections 828.004-828.100 [334W4-3340] reserved for expansion]

SUBCHAPTER B. ESTABLISHMENT OF PRIOR SERVICE

Sec. 828.101 [3340J]. CREDITABLE PRIOR SERVICE. Prior service creditable in
the retirement system is:

(1) service as an employee performed before:
(A) September 1, 1937, for a person who became a member of the retirement

system or was eligible to become a member before September 1, 1949; or
(B) September 1, 1949, for a person who first became eligible to be a member of

the retirement system after August 31, 1949; and
(2) military service performed during World War I or before the first anniversary of

the date that war ended.
Sec. 828.102 [33,2]. STATEMENT OF PRIOR SERVICE. (a) At the time a person

becomes a member of the retirement system for the first time, the person shall file with
the retirement system a detailed statement of all prior service claimed.

(b) If a member fails to file a statement as provided by Subsection (a) [o-this-sectieo],
has at least five years of membership service credit, and has no unpaid waived,
withdrawn, or delinquent service, the member is entitled to and may file a statement
claiming prior service.

(c) The board of trustees may adopt rules for the filing of statements of prior service.
Sec. 828.108 [33403]. PRIOR SERVICE CREDIT. (a) As soon as practicable after a

member files a statement of prior service as provided by Section 828.102 [33 -1402ofthis
subtitle], the board of trustees shall:

(1) verify the service claimed;
(2) make necessary adjustments in the application;
(3) grant one year of prior service credit for each year of prior service approved; and
(4) notify the member of the amount of prior service credit granted.

(b) The board of trustees may adopt rules for the granting of prior service credit.
Sec. 828.104 [33404]. RESTORATION OF CERTIFICATE FOR PRIOR SERVICE

EXCLUDED BECAUSE OF LATE INITIAL EMPLOYMENT. A person required to
become a member of the retirement system because of the repeal of the exception to
required membership for persons first employed in public education at age 60 or older
may obtain credit for service performed while not a member by depositing the member
contributions and membership fees that [w")c] would otherwise have been deducted
from the person's compensation for that service had the person been a member. The
deposits must be[, if sh uc epoWtarwo] paid within one year after [fam] the date the
person first becomes a member of the retirement system. Persons not making payment
of these amounts within one year may obtain credit for the service under [Subseetion(h)
of] Section 825.408(h) [35.403 of this subtitl] as if member contributions had been
required at the time of the service. The board of trustees may adopt rules to implement
this section.
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[Sections 823.105-823.200 [ 34 -3&200] reserved for expansion]

SUBCHAPTER C. ESTABLISHMENT OF MEMBERSHIP SERVICE

Sec. 823.201 [3&=g0]. CURRENT MEMBERSHIP SERVICE. (a) Membership ser-
vice is credited in the retirement system for each year in which a member is an employee
and for which the member renders sufficient service for credit under Section 823.002
[33.2 00 f9 this subtitl] and makes and maintains with the retirement system the deposits
required by this subtitle or prior law.

(b) The board of trustees may adopt rules for the granting of membership service
credit.

Sec. 82S3.202 [3&202]. MEMBERSHIP SERVICE PREVIOUSLY WAIVED. (a) An
employee who has previously executed and filed a waiver of membership in the retirement
system and who, after the waiver, becomes a member may establish membership service
credit for service as an employee that would have been creditable as membership service
when performed except for the waiver.

(b) A member may establish credit under this section by depositing with the retirement
system for each year of service claimed an amount equal to:

(1) the contributions and membership fees that the person would have paid had the
person been a member of the retirement system during that year; plus

(2) interest computed at an annual rate of five percent of the amount of each
payment that would have been due had the person been a member, from the hypotheti-
cal payment due date to the date of deposit.
(c) The retirement system shall determine in each case the amount of money to be

deposited by a member claiming credit under this section. The system may not provide
benefits based on the claimed service until the determined amount has been fully paid.

[Sections 823.203-823.300 [33.203-38300] reserved for expansion]

SUBCHAPTER D. ESTABLISHMENT OF MILITARY SERVICE

Sec. 8283.301 [330]. CREDITABLE MILITARY SERVICE. (a) Except as provided
by Section 823.101(2) [3 .101(2) of this subtitle], military service creditable in the retire-
ment system is active federal duty in the armed forces of the United States, other than as
a student at a service academy, that was performed:

(1) as a direct result of being inducted or of first enlisting for duty on a date when
the federal government was actively inducting persons into the armed forces under
federal draft laws;

(2) as a reservist or member of the national guard who was ordered to duty under
the authority of federal law; or

(3) during a time when the federal government was actively inducting persons into
the armed forces under federal draft laws.
(b) A member may not establish more than five years of service credit in the retirement

system under this subchapter for military service.
(c) The board of trustees may adopt rules expanding the military service creditable in

the retirement system in order to comply with the requirements of federal law.
(d) Military service that is terminated by sentence of a court-martial is not creditable

under this section.
Sec. 823.302 [3302]. MILITARY SERVICE CREDIT. (a) An eligible member may

establish service credit in the retirement system for military service performed that is
creditable as provided by Section 823.301 [33.301 of this subtitlo].

(b) A member eligible to establish military service credit is one who has at least 10
years of service credit in the retirement system for actual service in public schools.
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(c) A member may establish credit under this section by depositing with the retirement
system for each year of military service claimed a contribution in an amount equal to:

(1) the member's contributions to the retirement system during the most recent full
year of membership service that preceded the military service, if the military service
was performed while the person was a member of the retirement system; or

(2) the member's contributions to the retirement system during the first full year of
membership service, if the military service was performed before the person became a
member of the retirement system.
(d) In addition to the contribution required by Subsection (c) [of this-section], a member

claiming credit for military service must pay a fee of eight percent, compounded annually,
of the required contribution from the date of first eligibility to the date of deposit.

(e) After a member makes the deposits required by this section, the retirement system
shall grant the member one year of military service credit for each year of military
service approved.

Sec. 828.803 [33=0]. MILITARY LEAVE CREDIT. A member who performs mili-
tary service creditable in the retirement system but who does not establish credit for the
service by making the deposits required by Section 828.802 [33.302 of this subtitol is
entitled to credit of a year for each year of military service performed. The credit is
usable only in determining eligibility for, but not the amount of, benefits under Section
824 .406 [34.406 of this subtitle].

[Sections 828.804-823.400 [33,304-33400] reserved for expansion]

SUBCHAPTER E. ESTABLISHMENT OF EQUIVALENT MEMBERSHIP SERVICE

Sec. 82. 401 [33.40]. OUT-OF-STATE SERVICE. (a) Except as provided by Subsec-
tion (b) [of-this-seetion], an eligible member may establish equivalent membership service
credit for employment with a public school system maintained wholly or partly by another
state or territory of the United States or by the United States for children of its citizens.

(b) A member may not establish credit under this section for service performed for a
public school while a member of the armed forces, for which service the member was
compensated by the United States.

(c) A member eligible to establish credit under this section is one who has at least 10
years of service credit in the retirement system for actual service in public schools.

(d) A member may establish credit under this section by depositing with the retirement
system for each year of service claimed a contribution computed at the rate of:

(1) 12 percent of the member's annual compensation during the first year of service
as a member of the retirement system that is both after the service for which credit is
sought and after September 1, 1956; or

(2) 12 percent of the member's annual compensation during the most recent year of
service as a member that is after the service for which credit is sought, if the member
has performed no service in Texas since September 1, 1956.
(e) In addition to the contribution required by Subsection (d) [of-this-seotion], a member

claiming credit under this section must pay a fee of eight percent, compounded annually,
of the required contribution from the date of first eligibility to the date of deposit. A
deposit for at least one year of credit, including the fee, must be made with an initial
application for credit, and all payments for service claimed under this section must be
made before retirement.

(f) The amount of service credit a member may establish under this section may not
exceed 10 years.

(g) After a member makes the deposits required by this section, the retirement system
shall grant the member one year of equivalent membership service credit for each year of
service approved. The retirement system may not use service credit granted under this
section in computing a member's annual average compensation.
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Sec. 823.402 [33402]. DEVELOPMENTAL LEAVE. (a) An eligible member may
establish equivalent membership service credit Phr developmental leave that is creditable
in the retirement system.

(b) Developmental leave creditable in the retirement system is absence from member-
ship service for a school year that is approved by the member's employer for study,
research, travel, or another purpose designed, as determined by the employer, to improve
the member's professional competence.

(c) A member eligible to establish credit under this section is one who:
(1) has at least five years of service credit in the retirement system; and
(2) is an employee of a public school at the time the credit is sought.

(d) On or before the date a member takes developmental leave, the member shall file
with the retirement system a notice of intent to take developmental leave, and the
member's employer shall file with the retirement system a certification that the leave
meets the requirements of Subsection (b) [of this-seotioi].

(e) A member may establish credit under this section by depositing with the retirement
system for each year of developmental leave claimed an amount equal to the sum of:

(1) the rate of member contributions required during the member's most recent year
of service that preceded the developmental leave, times the member's annual rate of
compensation during that year; plus

(2) the amount that the state would have contributed had the member performed
membership service during the year of leave at the member's annual rate of compensa-
tion during the most recent year of service that preceded the leave; plus

(3) any membership fees in effect during the year of leave.
(f) A member may not establish more than two years of equivalent membership service

credit under this section.
(g) A member may not establish credit under this section after the end of the first

creditable school year that begins after the developmental leave has ended. The
retirement system may not use credit established under this section in computing service
retirement benefits until the member has at least 10 years of service credit for actual
service in public schools.

(h) If credit established under this section is not used in determining benefits, all
deposits made under this section are refundable to the member or, if applicable, the
member's beneficiary.

Sec. 8293.403 [33.403]. UNIVERSITY COMPONENT SERVICE. (a) A member may
establish equivalent membership service credit for employment with the following entities
that was performed before the entities became components of The University of Texas
System:

(1) the Callier Center for Communication Disorders, now a part of The University of
Texas at Dallas; or

(2) the Houston Speech and Hearing Center, now a part of The University of Texas
Health Science Center at Houston.
(b) A member may establish credit under this section by depositing with the retirement

system for each year of service claimed an amount equal to the sum of:
(1) 12 percent of the rate of the member's annual compensation during the first full

12 months of service as a member that is after the date the service for which credit is
sought was performed; plus

(2) a fee of five percent a year of the amount determined under Subdivision (1) [of
Whisetion] from the date the service for which credit is sought was performed to
the date of deposit; plus

(3) any membership fees that would have been paid had the service for which credit
is sought been performed as a member of the retirement system.
(c) The retirement system shall use credit established under this section in determining

eligibility for all benefits payable by the retirement system.
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Sec. 82.404 [33 404]. CERTAIN MENTAL HEALTH AND MENTAL RETARDA-
TION SERVICE. (a) Except as provided by Subsection (i) [oi-this-section], the retirement
system shall grant to each member eligible as provided by this section service credit in the
retirement system for all service covered by credit in the Employees Retirement System
of Texas for which deposits are maintained in an active member account, immediately
before the person became a member of the retirement system.

(b) A member eligible to receive credit under this section is one who:
(1) was a member of the Employees Retirement System of Texas as an employee of

the Texas Department of Mental Health and Mental Retardation on August 31, 1985,
and on that date and on the date of termination with the department had normal duties
requiring the person to provide educational services to school-age residents of state
schools;

(2) became [ ] a member of this retirement system after August 31, 1985,
and before September 2, 1988, as an employee of a school district;

(3) has normal duties requiring the member to provide educational services to
school-age students;

(4) is not a retiree of the Employees Retirement System of Texas; and
(5) has no intervening employment between the member's previous employment by

the Texas Department of Mental Health and Mental Retardation and the member's
employment by a school district.
(c) The Texas Department of Mental Health and Mental Retardation shall certify the

employees who may be eligible to receive credit under this section and shall provide copies
of the certifications to the retirement system and the Employees Retirement System of
Texas.

(d) Except as provided by Subsection (i) [of thisatio], as soon as practicable after
receipt of a certification of eligibility under Subsection (c) [of-thi-seetien], the Teacher
Retirement System of Texas shall determine eligibility and notify the Employees Retire-
ment System of Texas. On notification, the Employees Retirement System of Texas shall
transfer to the retirement system:

(1) a statement of the certified person's credit in and compensation subject to
contributions to the Employees Retirement System of Texas;

(2) the person's accumulated contributions; and
(3) an amount from the state accumulation account determined by the'actuary of the

Employees Retirement System of Texas to be the amount required neither to increase
nor to diminish the period required to amortize the unfunded liability of that system.
(e) A transfer under Subsection (d) [o--this-sedia] cancels the service credit and

terminates the membership in the Employees Retirement System of Texas of the person
for whom the amounts are transferred.

(f) As soon as practicable after receipt of a transfer under Subsection (d) [f--this
seetion], the retirement system shall grant the member for whom the amounts were
transferred the credit authorized by this section.

(g) Service for which credit is established under this section will be considered as if it
were performed as a member of this retirement system and credit for the service may not
be reestablished in the Employees Retirement System of Texas.

(h) The legislature may appropriate to the Teacher Retirement System of Texas
amounts that are determined necessary to finance additional actuarial liabilities created
by this section and not financed by the transfers provided by Subsection (d) [of this

-n.
(i) The retirement system may not grant the eligible member the credit authorized by

this section if:
(1) the actuary for this retirement system determines that an amount proposed to be

transferred under Subsection (d) [oithis setion], together with any appropriation made
available as provided by Subsection (h) [of-thi&-sootien], is not sufficient to finance the
actuarial liabilities that would be created by the transfer; or
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(2) the actuary for the Employees Retirement System of Texas makes the determina-
tion provided by [Subdiviion (1) of Subsection () of] Section 813.508(i)(1) [2,509f-this
titwl].

[Sections 828.405-823.500 [33405- ] reserved for expansion]

SUBCHAPtER F. REINSTATEMENT OF SERVICE CREDIT

Sec. 82.501 [33,O0]. CREDIT CANCELED BY MEMBERSHIP TERMINATION. (a)
An eligible person who has terminated membership in the retirement system by withdraw-
al of contributions or absence from service may reinstate in the system the service credit
canceled by the termination.

(b) A person eligible to reinstate service credit under this section is one who resumes
membership in the retirement system and subsequently performs membership service for
the shorter of the following periods:

(1) two consecutive years; or
(2) a continuous period equal in duration to the period from the date of termination to

the date of resumption of membership.
(c) A member may reinstate credit under this section by depositing with the retirement

system:
(1) the amount withdrawn or refunded; plus
(2) membership fees for the period that membership was terminated; plus
(3) a reinstatement fee of six percent, compounded annually, of the amount with-

drawn or refunded from the date of withdrawal or refund to the date of redeposit.
(d) The retirement system shall determine in each case the amount of money to be

deposited by a member reinstating service credit under this section. The system may not
provide benefits based on the service until the determined amount has been fully paid.

Sec. 823.502 [33"52]. CREDIT OF RETIREE. (a) An eligible person who has termi-
nated membership in the retirement system by service retirement may:

(1) resume membership in the system;
(2) reestablish service credit in effect immediately before the date of retirement; and
(3) establish credit for service performed since the date of retirement that would

have been creditable had the person been a member of the retirement system.
(b) A person eligible to resume membership and reestablish and establish credit under

this section is one who for two consecutive years after the date of retirement performs
service that would be creditable if the person were a member of the retirement system.

(c) A person may resume membership and claim credit under this section by depositing
with the retirement system:

(1) an amount equal to service retirement benefits received; plus
(2) a reinstatement fee of six percent, compounded annually, of the amount deter-

mined under Subdivision (1) [of this subsection] from the date of the person's return to
service to the date of redeposit; plus

(3) an amount equal to the total contributions that would have been deducted from
the person's annual compensation each year after the return to service had the person
been a member of the retirement system; plus

(4) a reinstatement fee of six percent, compounded annually, of the amount deter-
mined under Subdivision (3) [of this subsection] from the end of each year of service
after the return to service to the date of deposit; plus

(5) membership fees for the years after the return to service.
(d) The retirement system shall determine in each case the amount of money to be

deposited by a person claiming credit under thii3 section. On payment in full of the
amount required by this section, the person becomes a member of the retirement system,
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and the system shall grant the member credit for each year of service performed before
or after the member's initial retirement.
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CHAPTER 824 [34]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

See. 824.001 [34,0M]. TYPES OF BENEFITS
Sec. 824.002 [34,002]. EFFECTIVE DATE OF RETIREMENT

Sec. 824.003 [34,003]. WHEN BENEFITS ARE PAYABLE

Sec. 824.004 [34,004]. WAIVER OF BENEFITS

Sec. 824.005 [34005]. REVOCATION OF RETIREMENT

[Sections 824.006-824.100 [34,006-34400] reserved for expansion]

SUBCHAPTER B. BENEFICIARIES

Sec. 824.101 [34404]. DESIGNATION OF BENEFICIARY

See. 824.102 [34402]. TRUST AS BENEFICIARY

Sec. 824.103 [34403]. ABSENCE OF BENEFICIARY
Sec. 824.104 [34404]. FAILURE OF BENEFICIARY TO CLAIM BENEFITS

Sec. 824.105 [34405]. BENEFICIARY CAUSING DEATH OF
MEMBER OR ANNUITANT

Sec. 824.106 [344 6]. SIMULTANEOUS DEATH OF MEMBER AND BENEFICIARY

[Sections 824.107-824.200 [34407-34,200] reserved for expansion]

SUBCHAPTER C. SERVICE RETIREMENT BENEFITS
Sec. 824.201 [3420-]. APPLICATION FOR SERVICE RETIREMENT BENEFITS

Sec. 824.202 [34202]. ELIGIBILITY FOR SERVICE RETIREMENT

Sec. 824.208 [3440]. STANDARD SERVICE RETIREMENT BENEFITS

Sec. 824.204 [34404]. OPTIONAL SERVICE RETIREMENT BENEFITS

Sec. 824.205 [344905]. DEDUCTIONS FROM SERVICE RETIREMENT ANNUITY

[Sections 824.206-824.800 [34,206-34,300] reserved for expansion]

SUBCHAPTER D. DISABILITY RETIREMENT BENEFITS
Sec. 824.301 [34,304]. APPLICATION FOR DISABILITY RETIREMENT BENEFITS

See. 824.302 [34302]. ELIGIBILITY FOR DISABILITY RETIREMENT

Sec. 824.303 [34,303]. CERTIFICATION OF DISABILITY

Sec. 824.304 [34,304]. DISABILITY RETIREMENT BENEFITS
Sec. 824.805 [3405]. MEDICAL EXAMINATION OF DISABILITY RETIREE

Sec. 824.306 [34406]. REPORT OF EARNINGS OF DISABILITY RETIREE

Sec. 824.307 [34,30]. RESTORATION OF DISABILITY
RETIREE TO MEMBERSHIP

[Sections 824.308-824.400 [34308-34A00] reserved for expansion]

SUBCHAPTER E. MEMBER DEATH BENEFITS

Sec. 824.401 [34404]. AVAILABILITY OF ANNUITY
Sec. 824-.402 [34402]. BENEFITS ON DEATH OF ACTIVE MEMBER

Sec. 824.403 [34403]. BENEFITS ON DEATH OF INACTIVE MEMBER

Sec. 824-.404 [34404]. SURVIVOR BENEFITS

Sec. 824-.05 [34,405]. TABLES FOR DETERMINATION OF
DEATH BENEFIT ANNUITY
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Sec. 824-406 [34406]. BENEFITS FOR SURVIVORS OF CERTAIN MEMBERS

Sec. 824.407 [34,0 ]. GUARANTEED RETURN OF AMOUNT
EQUAL TO CONTRIBUTIONS

[Sections 824.408-824.500 [ ] reserved for expansion]

SUBCHAPTER F. RETIREE DEATH BENEFITS

Sec. 824.501 [34,50-U]. SURVIVOR BENEFITS

Sec. 824.502 [34,502]. BENEFITS ON DEATH OF DISABILITY RETIREE

Sec. 824.508 [34,503]. RETURN OF EXCESS CONTRIBUTIONS

Sec. 824.504 [34504]. BENEFITS FOR SURVIVORS OF CERTAIN RETIREES

[Sections 824.505-824.600 [3440&-34X00] reserved for expansion]

SUBCHAPTER G. LOSS OF BENEFITS ON [ULPON] RESUMPTION OF SERVICE

Sec. 824.601 [34,6"]. LOSS OF MONTHLY BENEFITS

Sec. 824.602 [34,602)]. EXCEPTIONS

Sec. 824.608 (34.60]. EXCLUSION FROM CREDIT

CHAPTER 824 [34]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 824.001 [34-0]. TYPES OF BENEFITS. The types of benefits payable by the
retirement system are:

(1) service retirement benefits;
(2) disability retirement benefits; and
(3) death benefits.

Sec. 824.002 [34002]. EFFECTIVE DATE OF RETIREMENT. (a) The effective date
of a member's service retirement is the last day of the later of the following months:

(1) the month in which the member applies for retirement as provided by Section824.201 [34.201 of thic aubtito];

(2) the month in which the member satisfies age and service requirements for service
retirement as provided by Section 824.202 [34,92 f thia ubtito]; or

(3) the month in which the member's employment in a position included in the
coverage of the retirement system ends.
(b) The effective date of a member's disability retirement is the last day of the later of

the following months:
(1) the month in which the member applies for retirement as provided by Section

824.801 [34.301 of this subtitlo]; or
(2) the month in which the member's employment in a position included in the

coverage of the retirement system ends.
(c) For the purposes of this section, a member's employment in a position covered by

the retirement system does not end if the member is on leave of absence or has a contract
for future employment in a public school, other than a contract for employment that
would, if the retiring member and the employer were to comply with all procedural
requirements, qualify under Section 824.602 [3.6092 of this subtitle] for an exception to
the loss of monthly benefits required by Section 824.601 [34.601 of this subtito].

(d) A person who works not later than June 15 of a year in order to complete all work
required for the school year may be considered to have ended employment on May 31 of
that year for the purposes of [Subdivioivn (3)-f] Subsection (a)(8) [o--this-setion].
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Sec. 824.003 [34,003]. WHEN BENEFITS ARE PAYABLE. Except as otherwise
provided by this chapter, an annuity provided by this chapter is not payable for the month
in which the person who receives the annuity dies.

Sec. 824.004 [34,004]. WAIVER OF BENEFITS. (a) A person may, on a form pre-
scribed by and filed with the retirement system, waive all or a portion of any benefits
from the retirement system to which the person is entitled. A person may revoke a
waiver of benefits in the same manner as the original waiver was made.

(b) A revocable waiver may be revoked only as to benefits payable after the date the
revocation is filed. If a waiver is made irrevocable and is filed with the retirement
system before the first benefit payment is made to the person executing the waiver,
Section 824.103 [ 3.103 of this subtitle] applies to determine alternative beneficiaries.

(c) The retirement system shall transfer to the state contribution account from the
appropriate benefit reserve accounts amounts not used to pay benefits because of a
waiver executed under this section.

(d) The board of trustees may provide rules for administration of waivers under this
section.

Sec. 824.005 [340]. REVOCATION OF RETIREMENT. (a) A person who has
retired under the retirement system may revoke that retirement by filing with the system
a written revocation in a form prescribed by the system. For a revocation to be effective,
the retirement system must receive the written revocation before the 46th day after the
original date of retirement, and the person must return to the system an amount equal to
the amount of benefits received under the original retirement. The period for revocation
of a disability retirement under this subsection begins on [shal-begin]with the date the
medical board certifies the disability if the [seh] date is later than the date of retirement.

(b) A person who has retired under the retirement system revokes that retirement if
the person becomes employed in any position in a public school during the first month
following that person's effective date of retirement, or during the first two months
following an effective date of retirement established by reliance on [Subseetion (d) fl
Section 824.002(d) [34.002 of this subtitle], and must return any retirement benefits
received under the original retirement.

(c) A person who revokes a retirement under this section is restored to membership in
the retirement system as if that person had never retired.

[Sections 824.006-824.100 [34A06-344W] reserved for expansion]

SUBCHAPTER B. BENEFICIARIES

Sec. 824.101 [3440]. DESIGNATION OF BENEFICIARY. (a) Except as provided
by Subsection (c) [of this section], any member or annuitant may, on a form prescribed by
and filed with the retirement system, designate one or more beneficiaries to receive
benefits payable by the retirement system on the death of the member or annuitant.

(b) ExcepL as provided by Subsection (c) [of this seotion], a member or annuitant may
change or revoke a designation of beneficiary in the same manner as the original
designation was made.

(c) Only one person may be designated as beneficiary of an optional retirement annuity
unde, Section 824.204(c)(1) or (c)(2) [4 204(e)(1) or Setion 4 204(a)(2) of this subtitle],
and a designation of beneficiary under either of those options may not be made, changed,
or revoked after the date of the member's retirement.

(d) Unless a contrary intention is clearly indicated by a written designation of benefi-
ciary and except as otherwise provided by law, the most recent designation of beneficiary
by a member or annuitant applies to all benefits payable on the death of the member or
annuitant.

(e) The retirement system by rule may provide for the designation of alternate
beneficiaries.
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Sec. 824.102 [34402]. TRUST AS BENEFICIARY. (a) Except as provided by Subsec-
tion (b) [of-this-seetio], a member or annuitant may designate a trust as beneficiary for
the payment of benefits from the retirement system. If a trust is designated beneficiary,
the beneficiary of the trust is considered the designated beneficiary for the purposes of
determining eligibility for and the amount and duration of benefits. The trustee is
entitled to exercise any rights to elect benefit options and name subsequent beneficiaries.

(b) A trust having more than one beneficiary may not receive benefits to which multiple
designated beneficiaries are not entitled under this chapter.

See. 824.103 [34403]. ABSENCE OF BENEFICIARY. (a) Benefits payable on the
death of a member or annuitant, except an optional retirement annuity under Section
824.204(c)(1) or (c)(2) [341.04(c)(1) or 34 904(o)(2) of this subtitle], are payable, and rights
to elect survivor benefits, if applicable, are available, to one of the classes of persons
described in Subsection (b) [of-. -t], if:

(1) the member or annuitant fails to designate a beneficiary before death;
(2) a designated beneficiary does not survive the member or annuitant; or
(3) a designated beneficiary, under Section 824.004 [34,004 of this subtitle], waives

claims to benefits payable on the death of the member or annuitant.
(b) The following classes of persons, in descending order of precedence, are eligible to

receive benefits in a situation described in Subsection (a) [e-thi-sootio:
(1) any surviving joint designated beneficiaries;
(2) any alternate beneficiaries;
(3) the surviving spouse of the decedent;
(4) any children of the decedent or their descendants by representation;
(5) the parents of the decedent;
(6) the executor or administrator of the decedent's estate; or
(7) the persons entitled by law to distribution of the decedent's estate.

Sec. 824.104 [3444]. FAILURE OF BENEFICIARY TO CLAIM BENEFITS. (a) If,
before the first anniversary of the death of a member or annuitant, the retirement system
does not receive a claim for payment of benefits from a designated beneficiary or a
person entitled to benefits under Section 824.103 [34.103 of this subtltle], the retirement
system may pay benefits, except an optional retirement annuity under Section
824.204(c)(1) or (c)(2) [3.,04(c)(1) or Soot-on 3..04(o)(9) of this subtitle], under the order
of precedence in Section 824.108(b) [34.103(b) of thi subtitle], as if the person failing to
claim benefits had predeceased the decedent.

(b) Payment under Subsection (a) [of this seetion] bars recovery by any other person of
the benefits distributed.

(c) If, before the fourth anniversary of the death of a member or annuitant, payment of
benefits based on the death has not been made and no claim for benefits is pending with
the retirement system, the accumulated contributions of the deceased member or the
balance of the reserve for the deceased annuitant is forfeited to the benefit of the
retirement system. The retirement system shall transfer funds forfeited under this
subsection to the state contribution account.

Sec. 824.105 [3440]. BENEFICIARY CAUSING DEATH OF MEMBER OR AN-
NUITANT. (a) A benefit payable on the death of a member or annuitant may not be paid
to a person convicted of causing that death but instead is payable to a person who would
be entitled to the benefit had the convicted person predeceased the decedent.

(b) A person who becomes eligible under this section to select death or survivor
benefits may select benefits as if the person were the designated beneficiary.

(c) The retirement system shall reduce any annuity computed in part on the age of the
convicted person to a lump sum equal to the present value of the remainder of the
annuity. The reduced amount is payable to a person entitled as provided by this section
to receive the benefit.
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(d) The retirement system is not required to pay benefits under this section unless it
receives actual notice of the conviction of a beneficiary. However, the retirement system
may delay payment of a benefit payable on the death of a member or annuitant pending
the results of a criminal investigation and of legal proceedings relating to the cause of
death.

(e) For the purposes of this section, a person has been convicted of causing the death of
a member or annuitant if the person:

(1) pleads guilty or nolo contendere to, or is found guilty by a court of, causing the
death of the member or annuitant, regardless of whether sentence is imposed or
probated; and

(2) has no appeal of the conviction pending and the time provided for appeal has
expired.
Sec. 824.106 [34406]. SIMULTANEOUS DEATH OF MEMBER AND BENEFI-

CIARY. When a member or annuitant and the beneficiary of the member or annuitant
have died within a period of less than 120 hours, the member or annuitant is considered
[shall be doomed] to have survived the beneficiary for the purpose of determining the
rights to amounts payable under this subtitle on [upen] the death of the member or
annuitant.

[Sections 824.107-824.200 [34447-344W] reserved for expansion]

SUBCHAPTER C. SERVICE RETIREMENT BENEFITS

Sec. 824.201 [342U ]. APPLICATION FOR SERVICE RETIREMENT BENEFITS.
(a) A member may apply for a service retirement annuity by filing a written application
for retirement with the board of trustees.

(b) At any time before the effective date of retirement, a member may, by filing
written notice with the board of trustees, revoke the member's application for retirement
or make, revoke, or change a selection of an optional service retirement annuity available
as provided by Section 824.204 [.2. o thi-s subtitle].

(c) Except as specifically provided by [in] this subtitle, a retiree may not revoke a
retirement nor make, revoke, or change a selection of an optional service retirement
annuity.

Sec. 824.202 [34,202]. ELIGIBILITY FOR SERVICE RETIREMENT. (a) A member
is eligible to retire and receive a standard service retirement annuity if the member:

(1) is at least 65 years old and has at least 10 years of service credit in the retirement
system; or

(2) is at least 60 years old and has at least 20 years of service credit in the retirement
system.
(b) If a member is at least 55 years old and has at least 10 years of service credit in $he

retirement system, the member is eligible to retire and receive a service retirement
annuity reduced from the standard service retirement annuity available under Subsection
(a)(1) [o-this-seation], to a percentage derived from the following table:

Age at Date of Retirement

Years of 55 56 57 58 59 60 61 62 63 64 65
Service
at least 10
but less
than 20 47% 51% 55% 5976 63% 67% 73% 80% 87% 93% 100%

(c) If a member is at least 55 years old and has at least 20 years of service credit in the
retirement system, the member is eligible to retire and receive a service retirement
annuity reduced from the standard service retirement annuity available under Subsection
(a)(2) [Of-t-stio], to a percentage derived from the following table:
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Years of Service Age at Date of Retirement
55 56 57 58 59 60

at least 20 but less than 25 70% 76% 82% 88% 94% 100%
at least 25 but less than 30 75% 80% 82% 88% 94% 100%
at least 30 but less than 31 80% 82% 84% 88% 94% 100%
at least 31 but less than 32 82% 84% 86% 88% 94% 100%
at least 32 but less than 33 84% 86% 88% 90% 94% 100%
at least 33 but less than 34 86% 88% 90% 92% 94% 100%
at least 34 but less than 35 88% 90% 92% 94% 96% 100%
at least 35 but less than 36 90% 92% 94% 96% 98% 100%
at least 36 but less than 37 92% 94% 96% 98% 100% 100%
at least 37 but less than 38 94% 96% 98% 100% 100% 100%
at least 38 but less than 39 96% 98% 100% 100% 100% 100%
at least 39 but less than 40 98% 100% 100% 100% 100% 100%
40 or more 100% 100% 100% 100% 100% 100%

(d) If a member has at least 30 years of service credit in the retirement system, the
member is eligible to retire regardless of age and receive a reduced service retirement
annuity consisting of a percentage of the standard service rctirement annuity available
under Subsection (a)(2) [-thia-s seetio], derived from the table in Subsection (c) [of-Wis
aotmGl]. The board of trustees shall extend the table in Subsection (c) [ thi ection] to
ages earlier than 55 years by decreasing the percentages by two percent for each year of
age under 55 years.

(e) The board of trustees may adopt tables for reduction of benefits for early retire-
ment by each month of age, but the range of percentages in the tables within a year must
be limited to the range provided between two years of age by this section.

(f) Except as provided by Section 828.408(c) [33.403(g) of thi, . . btitds] or the proportion-
ate retirement program in Subtitle A [8-4thlii&.-t.. ], a member is not eligible to receive
service retirement benefits from the retirement system unless the member has at least 10
years of service credit in the retirement system for actual service in public schools.

Sec. 824.208 [34.20]. STANDARD SERVICE RETIREMENT BENEFITS. (a) Ex-
cept as provided by Subsections (c) and (d) [of this sootion], the standard service
retirement annuity is an amount computed on the basis of the member's average annual
compensation for the three years of service, whether or not consecutive, in which the
member received the highest annual compensation, times two percent for each year of
service credit in the retirement system.

(b) In the case of a person who retired before August 27, 1979, ceilings in the definition
of "annual compensation" apply to the computation of average annual compensation
under Subsection (a) [i-this-seetien). In the case of a person who retires on or after that
date, those ceilings do not apply and the computation shall be based on actual compensa-
tion paid or payable for services as an employee to the extent that the computation
includes compensation for school years before the 1981-82 school year.

(c) Except as provided by Sub3ection (d) [oe-this-seot-on], for benefits payable because
of the death or retirement of a member that occurred before September 1, 1982, the
standard service retirement annuity is computed in accordance with applicable prior law.

(d) In no case may the standard service retirement annuity be less than $6.50 a month
for each year of service credit or, for a member who is at least 65 years old at the time of
retirement, less than the greater of $6.50 a month for each year of service credit or $75 a
month. The minimum benefits provided by this section are subject to reduction in the
same manner as other benefits because of early retirement or selection of an optional
retirement annuity.

Sec. 824.204 [24.204]. OPTIONAL SERVICE RETIREMENT BENEFITS. (a) In-
stead of the standard service retirement annuity payable under Section 824.208 [34,203
this- 6sJih4...___19] or an annuity reduced because of age under Section 824.202 [34202-.4hi
subtitle], a retiring member may elect to receive an optional service retirement annuity,
reduced for early retirement if applicable, under this section.
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(b) An optional service retirement annuity is an annuity payable throughout the life of
the retiree and is actuarially reduced from the annuity otherwise payable under this
subtitle to its actuarial equivalent under the option selected under Subsection (c) [e--thil
sOR ].

(c) An eligible member may select one of the following options, which provide that:
(1) after the retiree's death, the reduced annuity is payable to and throughout the life

of the person nominated by the retiree's written designation filed prior to retirement;
(2) after the retiree's death, one-half of the reduced annuity is payable to. and

throughout the life of the person nominated by the retiree's written designation filed
prior to retirement;

(3) if the retiree dies before 60 monthly annuity payments have been made, the
remainder of the 60 payments are payable to the designated beneficiary; or

(4) if the retiree dies before 120 monthly annuity payments have been made, the
remainder of the 120 payments are payable to the designated beneficiary.
Sec. 824.205 [34.205]. DEDUCTIONS FROM SERVICE RETIREMENT ANNUITY.

(a) A person who receives a service retirement annuity under Section 824.202, 824.203,
or 824.204 [34.202, 34.201, or 4.204 ef this subtitle] may, on a form satisfactory to and
filed with the retirement system, authorize the retirement system to deduct from the
person's monthly annuity payment the amount required as a monthly premium for:

(1) hospital insurance benefits provided to uninsured individuals not otherwise eligi-
ble for medical insurance for the aged, as provided by Part A of Title XVIII of the
federal Social Security Act (6i] 42 U.S.C. Section 1395c et seq.); and

(2) supplementary medical insurance benefits for the aged, as provided by Part B of
Title XVIII of the federal Social Security Act (,] 42 U.S.C. Section 1395j et seq.).
(b) After making deductions authorized under Subsection (a) [o.4i this setion], the

retirement system shall pay the required premiums to the treasury of the United States,
subject to applicable laws relating to the time and manner of payment.

[Sections 824.206-824.800 [34,206-34,M] reserved for expansion]

SUBCHAPTER D. DISABILITY RETIREMENT BENEFITS

Sec. 824.801 [34=]. APPLICATION FOR DISABILITY RETIREMENT BENE-
FITS. (a) A member may apply for a disability retirement annuity by:

(1) filing a written application for retirement with the board of trustees; or
(2) having an application filed with the board by the member's legal representative.

(b) In addition to an application for retirement, a member shall file with the board of
trustees the results of a medical examination of the member.

(c) The board of trustees by rule may require the submission to it of additional
information about a disability. The retirement system shall prescribe forms for the
information required by this section.

Sec. 824.802 [34.02]. ELIGIBILITY FOR DISABILITY RETIREMENT. A member
is eligible to retire and receive a disability retirement annuity if the member:

(1) is certified by the medical board as disabled as provided by Section 824.808(b)
[34.30(b) of this subtitle]; and

(2) does not satisfy the age and service requirements under Section 824.202(a)
[34.2902() of this subtitle] for a service retirement annuity without reduction.
See. 824.803 [3403]. CERTIFICATION OF DISABILITY. (a) After a member ap-

plies for disability retirement, the medical board may require the member to submit
additional information about the disability.

(b) If the medical board finds that the member is mentally or physically disabled from
the further performance of duty and that the disability is probably permanent; the
medical board shall certify disability, and the member shall be retired.
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(c) The medical board may rule on an application for disability retirement at a regular
or special meeting or by mail, telephone, telegraph, or other suitable means of communi-
cation.

Sec. 824.804 [34,304]. DISABILITY RETIREMENT BENEFITS. (a) If a member
has a total of less than 10 years of service credit in the retirement system on the date of
disability retirement, the retirement system shall pay the person a disability retirement
annuity of $50 a month for the shortest of the following periods:

(1) the duration of the disability;
(2) the number of months of creditable service the person has at retirement; or
(3) the duration of the person's life.

(b) If a member has a total of at least 10 years of service credit in the retirement
system on the date of disability retirement but is not eligible for service retirement
without reduction of benefits, the retirement system shall pay the person for the duration
of the disability a disability retirement annuity in an amount equal to the greater of:

(1) a standard service retirement annuity computed on the basis of the amount of the
person's service credit on the date of retirement; or

(2) $6.50 a month for each year of service credit on the date of retirement.
(c) If a person receives a disability retirement annuity under Subsection (b) [of-this

setis] and the retirement begins after or continues until the person becomes 60 years
old, the disability is conclusively presumed continuous for the rest of the person's life.

(d) Before the 31st day after the date on which the medical board certifies a member's
disability, the member may reinstate withdrawn contributions and make deposits for
service previously waived, military service, and equivalent membership service and
receive service credit as provided by this subtitle.

Sec. 824.805 [34.305]. MEDICAL EXAMINATION OF DISABILITY RETIREE. (a)
Once each year during the first five years after a member retires for disability, and once
in each three-year period after that, the board of trustees may require a disability retiree
who is less than 60 years old to undergo a medical examination by one or more physicians
the board designates.

(b) If a disability retiree refuses to submit to a medical examination as provided by this
section, the board of trustees shall discontinue the retiree's annuity payments until the
retiree submits to an examination.

Sec. 824.806 [34.306]. REPORT OF EARNINGS OF DISABILITY RETIREE. (a) A
disability retiree who is less than 60 years old annually shall submit a report of earnings
to the retirement system. The retirement system shall examine each report and may
require at any time that a disability retiree undergo a medical examination by one or more
physicians the retirement system designates, if the retiree has reported earnings that the
board of trustees considers excessive.

(b) The board of trustees may adopt rules establishing limits on the annual earnings of
disability retirees and such other rules as are necessary to administer this section.

(c) If a disability retiree refuses to submit an annual report of earnings, the retirement
system shall discontinue the retiree's annuity payment until the retiree submits to a
medical examination by one or more physicians designated by the retirement system.

Sec. 824.807 [34,=]. RESTORATION OF DISABILITY RETIREE TO MEMBER-
SHIP. (a) If the medical board finds that a disability retiree who is less than 60 years old
is no longer mentally or physically incapacitated for the performance of duty, it shall
certify its findings and submit them to the board of trustees.

(b) If a disability retiree who is less than 60 years old is restored to active service or
refuses for more than one year to submit to a required medical examination, or if the
board of trustees concurs in a certification issued under Subsection (a) [of this section],
the board shall discontinue the retiree's annuity payments and the retiree must again
become a member of the retirement system.

(c) When a person becomes a member under this section, an amount equal to the sum in
the person's individual account in the member savings account at the time of retirement,
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minus the amount of annuity payments made since retirement, shall be transferred from
the retired reserve account to the person's individual account in the member savings
account. The member is entitled to service credit for all service credit used to compute
the member's disability retirement annuity at the time of retirement.

[Sections 824.308-824.400 [34304-34400] reserved for expansion]

SUBCHAPTER E. MEMBER DEATH BENEFITS

Sec. 824.401 [340]. AVAILABILITY OF ANNUITY. (a) A death benefit annuity
under this chapter is payable only if the decedent had, at the time of death, at least the
minimum amount of service credit in the retirement system necessary for a service
retirement annuity at an attained age.

(b) Multiple beneficiaries are not eligible to receive a death benefit annuity under
Section 824.402(a)(4) [34 409(a)(4) io this subtitle] or an equivalent annuity under Section
824.403 [34403 of this subtitle].

Sec. 824.402 [34.402]. BENEFITS ON DEATH OF ACTIVE MEMBER. (a) Except
as provided by Section 824.401 [34.401 of this subtitle], the designated beneficiary of a
member who dies during a school year in which the member has performed service is
eligible to receive at the beneficiary's election the greatest of the following amounts:

(1) an amount equal to twice the member's annual compensation for the school year
immediately preceding the school year in which the member dies, or $60,000, whichever
is less;

(2) an amount equal to twice the member's rate of annual compensation for the
school year in which the member dies, or $60,000, whichever is less;

(3) 60 monthly payments of a standard service retirement annuity, computed as
provided by Section 824.203(a) [3403(a) of this mubtitle];

(4) an optional retirement annuity for the designated beneficiary's life in an amount
computed as provided by Section 824.204(c)(1) [34.904(o)(1) of this subtitle] as if the
member had retired on the last day of the month immediately preceding the month in
which the member dies; or

(5) an amount equal to the amount of accumulated contributions in the member's
individual account in the member savings account.
(b) The board of trustees by rule may prescribe the manner of payment of benefits

under this section.
Sec. 824 .40 [34,403]. BENEFITS ON DEATH OF INACTIVE MEMBER. Except as

provided by Section 824.401 [34 4.1 of this subtitle], the designated beneficiary of a
member who dies while absent from service is eligible to receive:

(1) the same benefits payable under Section 824.402 [34A02] or 824.404 [34404 f this
subtitle] if the member's absence from service was:

(A) because of sickness, accident, or other cause the board of trustees determines
involuntary;

(B) in furtherance of the objectives or welfare of the public school system; or
(C) during a time when the member was eligible to retire or would become eligible

without further service before the fifth anniversary of the member's last day of
service as a member; or
(2) an amount equal to the accumulated contributions in the member's individual

account in the member savings account, if the member's absence from service does not
satisfy a requirement of Subdivision (1) [of this subsottion].
Sec. 824.404 [34,404]. SURVIVOR BENEFITS. (a) The designated beneficiary of a

member who dies may, if entitled to a death benefit other than the accumulated
contributions of the member, elect to receive, instead of a benefit payable under Section
824.402 [34.2] or 824.408 [34403 of this subtitle , a lump-sum payment of $2,600 plus an
applicable monthly benefit described in this section.
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(b) If the designated beneficiary is the spouse or a dependent parent ot the decedent,
the beneficiary may elect to receive for life a monthly benefit of $100, beginning
immediately or on the date the beneficiary becomes 65 years old, whichever is later.

(c) If the designated beneficiary is the spouse of the decedent and has one or more
children less than 18 years old or has custody of one or more children of the decedent who
are less than 18 years old, the designated beneficiary may elect to receive:

(1) a monthly benefit of $200 payable until the youngest child becomes 18 years old;
and

(2) when the youngest child has attained the age of 18, a monthly benefit for life of
$100, beginning on the date the beneficiary becomes 65 years old.
(d) If the designated beneficiary or beneficiaries are the decedent's dependent children

who are less than 18 years old, their guardian may elect to receive for them:
(1) a monthly benefit of $200, payable as long as two or more children are less than

18 years old; and
(2) a monthly benefit of $100, payable as long as only one child is less than 18 years

old.
(e) If the designated beneficiary is the spouse or a dependent parent of the decedent,

benefits under Subsection (d) [f this s tion] are payable, if a dependent child less than
18 years old exists, on the death of the beneficiary.

(f) A person who qualifies to receive survivor benefits from more than one deceased
member as a spouse or a spouse with a dependent child is entitled to be paid only benefits
based on the death of one of the decedents.

Sec. 824 .405 [34 45]. TABLES FOR DETERMINATION OF DEATH BENEFIT AN-
NUITY. For the purpose of computing a death benefit annuity under Section 824.402(a)(4)
[34,402(a)(4] or 824.408 [34.403 of this 4ubtit], the board of trustees shall extend the
tables:

(1) in Section 824.202(b) [34.202(b) of this. eubtit] to ages earlier than 55 years by
actuarially reducing the benefit available at the age of 55 years to the actuarial
equivalent at the attained age of the beneficiary; and

(2) in Section 824.202(c) [34 0(co) of this subtitle] to ages earlier than the earliest
retirement age by actuarially reducing the benefit available at the earliest retirement
age to the actuarial equivalent at the attained age of the beneficiary.
Sec. 824.406 [34,406]. BENEFITS FOR SURVIVORS OF CERTAIN MEMBERS. (a)

Except as provided by Subsection (c) [of]this seetio-, an eligible surviving spouse who is
the designated beneficiary of a person who died before April 8, 1957, and who had at the
time of death a total of at least 25 years of service credit and military leave credit in the
retirement system, is eligible to receive an applicable survivor benefit available under
Section 824.404 [34.404 ef this subtitle].

(b) A surviving spouse eligible under this section to receive a benefit is one who has not
received from the retirement system a benefit based on the member's death, other than a
return of the member's accumulated contributions.

(c) A surviving spouse who qualifies under this section for a survivor benefit is not
eligible to receive a lump-sum benefit under Section 824.404(a) [34.404(a) of this subtite].

(d) A benefit under this section is payable beginning on the last day of the month in
which an eligible person applies for the benefit on a form prescribed by and filed with the
retirement system.

Sec. 824.407 [34=40 ]. GUARANTEED RETURN OF AMOUNT EQUAL TO CON-
TRIBUTIONS. If a beneficiary selects a life annuity death benefit under Section 824.-402
[34.402 of this subtitlo], the retirement system shall pay a lump-sum death benefit in an
amount, if any, by which the amount of the deceased member's accumulated contributions
at the time of death exceeds the amount of annuity payments made to the beneficiary
before the beneficiary's death. This lump-sum benefit will be paid to the person designat-
ed by the beneficiary of the annuity or, if no person is designated, to the estate of the
beneficiary.
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[Sections 824.408-824.500 [34,40]8-24500] reserved for expansion]

SUBCHAPTER F. RETIREE DEATH BENEFITS

Sec. 824.501 [34Z50]. SURVIVOR BENEFITS. (a) The designated beneficiary of a
retiree who dies while receiving a retirement benefit is eligible to receive a lump-sum
survivor benefit under Section 824.404(a) [34.404(a) oi this subtitle] and any other
applicable benefit available under that section.

(b) An eligible person may receive benefits under both this section and Section 824.204
[34.2904 of this subtitle].

Sec. 824.502 [34Z2]. BENEFITS ON DEATH OF DISABILITY RETIREE. The des-
ignated beneficiary of a disability retiree who dies while receiving a retirement benefit
may elect to receive, instead of survivor benefits provided by Section 824.501 [34.50 of
this shbtitle], a benefit available under Section 824.402 [34.402 of this subtitle], computed
as if the decedent had been in service at the time of death.

Sec. 824.503 [3450]. RETURN OF EXCESS CONTRIBUTIONS. (a) If a retiree
dies while receiving a standard or reduced service retirement annuity as provided by
Section 824.202 [34.202 of this subtitle] or an optional service retirement annuity as
provided by Section 824.204(c)(1) or (c)(2) [34.904(o)(1) or 34. 04()(9) of this subtitle] and,
in the case of a retiree receiving an optional service retirement annuity, if the retiree's
designated beneficiary of the annuity has predeceased the retiree, the retirement system
shall pay a lump-sum death benefit in an amount, if any, by which the amount of the
deceased retiree's accumulated contributions at the time of retirement exceeds the
amount of annuity payments made before the retiree's death.

(b) A benefit under Subsection (a) [ei this setioYi] is payable to any existing designated
beneficiary or, if none exists, in the manner provided by Section 824.103 [34403-4f-4his
subtitle].

(c) If a retiree's designated beneficiary dies while receiving an optional annuity under
Section 824.204(c)(1) or (c)(2) [34. 04(o)(,) or 34 94.(o)(9) of this subtitle], the retirement
system shall pay a lump-sum death benefit in an amount, if any, by which the amount of
the retiree's accumulated contributions at the time of retirement exceeds the amount of
annuity payments made to the retiree and the designated beneficiary before the benefi-
ciary's death.

(d) A benefit under Subsection (c) [ef4this seetio] is payable to the persons entitled to
distribution of the deceased beneficiary's estate.

(e) An eligible person may receive benefits under both this section and Section 824.501
[34.601 of this subtitle].

Sec. 824.504 [34,504]. BENEFITS FOR SURVIVORS OF CERTAIN RETIREES. (a)
Except as provided by Subsection (b) [of this--setion], a surviving spouse who is the
designated beneficiary of a retiree who did not perform a year of service after November
23, 1956, that was credited in the retirement system and who died before August ;3, 1963,
while receiving a retirement benefit, is eligible to receive an applicable survivor benefit
available under Section 824.404 [34.404 of this subtitle].

(b) A surviving spouse who qualifies under this section for a survivor benefit is not
eligible to receive a lump-sum benefit under Section 824.404(a) [34.404(a) of this subtitle].

(c) A benefit under this section is payable beginning on the last day of the month in
which an eligible person applies for the benefit on a form prescribed by and filed with the
retirement system.

[Sections 824.505-824.600 reserved for expansion]

SUBCHAPTER G. LOSS OF BENEFITS ON [UPO"] RESUMPTION OF SERVICE

Sec. 824.601 [34603]. LOSS OF MONTHLY BENEFITS. Except as provided by Sec-
tion 824.602 [3.60 .of th .subtitle], a retiree is not [sl(]aot-be entitled to service or
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disability retirement benefit payments, as applicable, for any month in which the retiree is
employed in any position by a Texas public educational institution. A Texas public
educational institution, for the purposes of this subchapter, is any entity included in the
definition of "employer" or "public school" in Section 821.001 [1001 of this subtit!] or
any entity in whose employment the retiree has earned credit as a member of the
retirement system. Loss of benefits under this section does [sha] not extend any period
of guaranteed benefits elected pursuant to Section 824 .204 [34.204 of this ubtitle].

Sec. 824.602 [34A2]. EXCEPTIONS. (a) The retirement system may [(41,4] not,
under Section 824.601 [3.601 of this subtitle], withhold a monthly benefit payment if the
retiree is employed in a Texas public educational institution:

(1) as a substitute only with pay not more than Wie daily rate of substitute pay
established by the employer, if the [provi4dedthatsu}ch] employment has not exceeded a
total of 120 days in the school year or, for a disability retiree, 90 days in the school
year;

(2) in a position, other than as a substitute, on no more than a one-half time basis for
the month; or
(3) in one or more positions on as much as a full-time basis, if [povided that]:

(A) the work occurs in a school year that begins after the retiree's effective date of
retirement;

(B) the work occurs in a period, designated by the retiree, of no more than five
consecutive months between September and June[, inauive] of the school year;

(C) the retiree executes on a form prescribed by the retirement system a written
election to have this exception apply for the school year in determining whether
benefits are to be suspended for employment after retirement;

(D) there is a prospective employer who endorses the retiree's election with a
certification that the contemplated employment after retirement is in the best
interests of the employer;

(E) the election form is executed on or before the retiree's last day of the first
month of employment under the election during the school year; and

(F) the retiree has not been previously employed during the school year in a Texas
public educational institution in a position described in Subdivision [Paagraph] (1) or
(2) [of this subseion].

(b) Working as a substitute any portion of a day counts as working a full day for the
purposes of [Suidvision 41I)-of Subsection (a)(1) [ef-ris-stieon].

(c) A retiree who has elected to avoid loss of monthly benefits in a school year pursuant
to [ubdisiaien (,3)] Subsection (a)(9) [(eithisation] is not eligible during that school
year for any other exceptions to loss of benefits provided in this section.

(d) A retiree working as a substitute in a month is not eligible for an exception to a loss
of benefits for that month pursuant to [Subdivision (9)-o Subsection (a)(2) [0i-this
seetion] for that or any other employment in a public educational institution.

(e) The exceptions provided by Subsections (a)(2) and (a)(3) [Subdivisions (2) and (3) of
Subsoction (a) of this seation] do not apply to disability retirees.

(f) ['( Section 824.005(b), [34.005 of this subtitl ] concerning revocation
of retirement on [upon] certain reemployment, applies to employment described in
Subsection (a) [ "this section].

(g) The board of trustees shall adopt rules governing the employment of a substitute
and defining "one-half time basis."

(h) The actuary designated by the board of trustees shall, in investigating the experi-
ence of the members of the system, note any significant increase in early age retirements
and determine the extent to which any [seh] increase has been caused by the exception
to loss of benefits for employment after retirement provided by [Subdivision -)- f
Subsection (a)(8) [ef-this setion]. If the actuary certifies in writing to the retirement
system that sound actuarial funding of the retirement system's benefits is endangered by
continuation of this exception, the board of trustees may determine that no further
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elections of the exception will [auW] be accepted from retirees, other than from those
who have previously relied on [ulmm] the exception in retiring under this subtitle. A
retiree may be considered to have relied on [upon] this exception only if retirement
occurred on or after May 31, 1985, but before the date the board of trustees acknowl-
edges receipt of such certification and if the retiree has first elected to receive benefits
under the exception not later than two years after the retiree's effective date of
retirement.

Sec. 824.60S (34.W3]. EXCLUSION FROM CREDIT. Employment of a retiree de-
scribed by [ubaetion (a) ofl Section 824.602(a) [24.6092 of this subtitle) does not entitle a
retiree to additional service credit, and the retiree so employed is not required to make
contributions to the system from compensation for that employment. Such employment
may [saha] not be considered in applying the provisions of Section 823.502 [3502-9i this
sutle ].
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CHAPTER 825 [35]. ADMINISTRATION

SUBCHAPTER A. BOARD OF TRUSTEES

Sec. 825.001 [35004]. COMPOSITION OF BOARD OF TRUSTEES
Sec. 825.002 [(35,002]. TRUSTEES APPOINTED BY GOVERNOR

Sec. 825.008 [35,003]. TRUSTEES APPOINTED BY BOARD OF EDUCATION
Sec. 825.004 [35,04]. TERMS OF OFFICE; FILLING VACANCIES

Sec. 825.005 [35005]. OATH OF OFFICE

Sec. 825.006 [35,0]. APPLICATION OF SUNSET ACT

Sec. 825.007 [35,00]. COMPENSATION; EXPENSES
Sec. 825.008 [35,008]. VOTING

[Sections 825.009-825.100 [35,009-35400] reserved for expansion]

SUBCHAPTER B. POWERS AND DUTIES OF BOARD OF TRUSTEES
Sec. 825.101 [35401]. GENERAL ADMINISTRATION

Sec. 825.102 [35402]. RULEMAKING

Sec. 825.108 r35403]. ADMINISTERING SYSTEM ASSETS
Sec. 825.104 [354-04]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS

Sec. 825.105 [35405]. ADOPTING RATES AND TABLES

Sec. 825.106 [35406]. INTEREST RATE FOR BENEFIT
INCREASE RESERVE ACCOUNT

Sec. 825.107 [35404]. RECORDS OF BOARD OF TRUSTEES

Sec. 825.108 [3540k. REPORT

Sec. 825.109 [354409]. CORhECTION OF ERRORS
Sec. 825.110 [35440]. DETERMINATION OF ANNUAL COMPENSATION

[Sections 825.111-825.200 [354-14-35200] reserved for expansion]
SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES

Sec. 825.201 [35,204]. CHAIRMAN

Sec. 825.202 [35,202]. EXECUTIVE SECRETARY
Sec. 825.208 [35,203]. LEGAL ADVISOR

Sec. 825.204 [35,204]. MEDICAL BOARD

Sec. 825.205 [35,205]. OTHER PHYSICIANS
Sec. 825.206 [35,206]. ACTUARY

Sec. 825.207 [35,204]. STATE TREASURER
Sec. 825.208 [35,208]. COMPENSATION OF EMPLOYEES;

PAYMENT OF EXPENSES
Sec. 825.209 [35,209]. SURETY BONDS

Sec. 825.210 [35,210]. INTEREST IN INVESTMENT PROFITS PROHIBITED
[Sections 825.211-825.300 [352"1453] reserved for expansion]

SUBCHAPTER D. MANAGEMENT OF ASSETS
Sec. 825.801 [3530]. INVESTMENT OF ASSETS

Sec. 825.802 [35,3014]. INVESTMENT BY BANK IN SHORT-TERM SECURITIES
Sec. 825.808 [35 30]. LOAN OF SECURITIES BY BANK
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Sec. 825.804 [35303]. NOMINEE TO HOLD SECURITIES

Sec. 825.305 [35302]. AVAILABLE CASH

Sec. 825.806 [35,3M]. CREDITING SYSTEM ASSETS

Sec. 825.307 [35,304]. MEMBER SAVINGS ACCOUNT

See. 825.308 [35.305]. STATE CONTRIBUTION ACCOUNT

Sec. 825.809 [35.306]. RETIRED RESERVE ACCOUNT

Sec. 825.810 [35,3=]. BENEFIT INCREASE RESERVE ACCOUNT

Sec. 825.311 [35308]. INTEREST ACCOUNT

Sec. 825.312 [35309]. EXPENSE ACCOUNT

Sec. 825.313 [3534 ]. TRANSFERS FROM INTEREST ACCOUNT

Sec. 825.814 [35.314]. USE OF STATE CONTRIBUTIONS

[Sections 825.315-825.400 [35.3412-35A00] reserved for expansion]

SUBCHAPTER E. COLLECTION OF MEMBERSHIP FEES AND CONTRIBUTIONS

Sec. 825.401 [35A0-]. COLLECTION OF MEMBERSHIP FEES

Sec. 825.402 (35A02]. RATE OF MEMBER COI:TRIBUTIONS

Sec. 825.403 [35.403]. COLLECTIONS OF MEMBER'S CONTRIBUTIONS

Sec. 825.404 [35,404]. COLLECTION OF STATE CONTRIBUTIONS

Sec. 825.405 [354044]. CONTRIBUTIONS BASED ON COMPENSATION
ABOVE STATUTORY MINIMUM

See. 825.406 [35.405]. COLLECTION OF CONTRIBUTIONS FROM FEDERAL OR
PRIVATE SOURCES; OFFENSE; PENALTY

Sec. 825.407 [35.405]. COLLECTION OF CONTRIBUTIONS FRM
NONEDUCATIONAL AND GENERAL FUNDS

See. 825.408 [35A06]. INTEREST ON CONTRIBUTIONS AND
FEES; DEPOSITS IN TRUST

Sec. 825.409 [35A.4!]. EMPLOYER PICKUP OF MEMBER CONTRIBUTIONS

[Sections 825.410-825.500 [35A0 -35,0] reserved for expansion]

SUBCHAPTER F. MISCELLANEOUS ADMINISTRATIVE PROCEDURES

Sec. 825.501 [35.5041]. STATEMENT OF AMOUNT IN INDIVIDUAL ACCOUNTS

Sec. 825.502 [35502]. PAYMENT OF CONTRIBUTIONS TO A MEMBER
ABSENT FROM SERVICE

Sec. 825.503 [35.503]. REPRODUCTION AND PRESERVATION OF RECORDS

Sec. 825.504 [35,504]. EMPLOYER CERTIFICATION TO BOARD

Sec. 825.505 [35.505]. AUDITS

Sec. 825.506 [35506]. PLAN QUALIFICATION

CHAPTER 825 [35]. ADMINISTRATION

SUBCHAPTER A. BOARD OF TRUSTEES

Sec. 825.001 [35004.]. COMPOSITION OF BOARD OF TRUSTEES. The board of
trustees is composed of nine members.
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Sec. 825.002 [5002]. TRUSTEES APPOINTED BY GOVERNOR. (a) The governor
shall appoint, with the advice and consent of the senate and as provided by this section,
seven members of the board of trustees.

(b) The governor shall appoint three members of the board to hold office for staggered
terms, with the term of one trustee expiring on August 31 of each odd-numbered year.
Two of those three members must be persons who have demonstrated financial expertise,
who have worked in private business or industry, and who have broad investment
experience, preferably in investment of pension funds. None of the members appointed
under this subsection may be a member or annuitant of the retirement system.

(c) The governor shall appoint two members of the board from a slate of three
members of the retirement system who are currently employed by a public school district
and who have been nominated in accordance with Subsection (f) [4this-sootion] by the
members of the retirement system whose most recent credited service was performed for
a public school district. The two members hold office for staggered terms.

(d) The governor shall appoint one member of the board from a slate of three former
members of the retirement system who have retired and are receiving benefits from the
retirement system and who have been nominated in accordance with Subsections (f) and
(g) [ef this sedion] by the persons who have retired and are receiving benefits from the
retirement system.

(e) The governor shall appoint one member from a slate of three members of the
retirement system who are currently employed by an institution of higher education and
who have been nominated in accordance with Subsection (f) [o4this seetion] by the
members of the retirement system whose most recent credited service was performed for
an institution of higher education.

(f) Persons considered for nomination under Subsection (c), (d), or (e) [ ]
must have been nominated by written ballot at an election conducted under rules adopted
by the board of trustees.

(g) To provide for the nomination of persons for appointment under Subsection (d) [of
this seation], the board shall send to each retiree of the retirement system:

(1) notice of the deadline for filing as a candidate for nomination;
(2) information on procedures to follow in filing as a candidate; and
(3) a written ballot.

See. 825.008 [35,003]. TRUSTEES APPOINTED BY BOARD OF EDUCATION. The
State Board of Education shall appoint two members of the board of trustees subject to
confirmation by two-thirds of the senate.

Sec. 825.004 [35,004]. TERMS OF OFFICE; FILLING VACANCIES. (a) Members
of the board of trustees hold office for terms of six years.

(b) A vacancy in the office of a trustee shall be filled for the unexpired term in the
same manner that the office was previously filled.

Sec. 825.005 [35,005]. OATH OF OFFICE. Before taking office as a trustee, a person
shall take the constitutional oath prescribed for officers of the state.

Sec. 825.006 [35,005]. APPLICATION OF SUNSET ACT. The board of trustees of tlu
Teacher Retirement System of Texas is subject to the Texas Sunset Act [(]Chapter 325 L,
Gevernmont-Code)], but is not abolished under that Act. The board shall be reviewed
under that Act during the period in which state agencies abolished September 1, 1991, and
every 12th year after that date are reviewed.

Sec. 825.007 [3500]. COMPENSATION; EXPENSES. Trustees serve without com-
pensation but are entitled to reimbursement from the expense account of the retirement
system for all necessary expenses that they incur in the performance of official board
duties.

Sec. 825.008 [35,008]. VOTING. [(a)] Each trustee is entitled to one vote.
[(b) At any meeting of the board, a majority of Iho truoteosi.]a quorum for the

trasnsaction of business.]
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[Sections 825.009-825.100 [35A45-35440] reserved for expansion]

SUBCHAPTER B. POWERS AND DUTIES OF BOARD OF TRUSTEES

Sec. 825.101 [35444]. GENERAL ADMINISTRATION. The board of trustees is re-
sponsible for the general administration and operation of the retirement system.

Sec. 825.102 [35402]. RULEMAKING. Subject to the limitations of this subtitle, the
board of trustees may adopt rules for:

(1) eligibility for membership;
(2) the administration of the funds of the retirement system; and
(3) the transaction of business of the board.

Sec. 825.103 [354W03]. ADMINISTERING SYSTEM ASSETS. (a) The board of trust-
ees is the trustee of all assets of the retirement system.

(b) The board may invest and reinvest the retirement system's assets as authorized by
Article XVI, Section 67, of the Texas Constitution.

Sec. 825.104 [35404]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS. (a)
The board of trustees shall file with the comptroller of public accounts an attested copy of
a board resolution that designates the persons authorized to sign vouchers for payment
from accounts of the retirement system.

(b) A filed copy of the resolution required by Subsection (a) [of i4his .etion] evidences
the comptroller's authority to issue warrants for payment from funds of the retirement
system.

Sec. 825.105 [35405]. ADOPTING RATES AND TABLES. The board of trustees
shall adopt rates and mortality, service, and other tables the board considers necessary
for the retirement system after considering the results of the actuary's investigation of
the mortality, service, and compensation experience of the system's members and benefi-
ciaries.

Sec. 825.106 [3540]. INTEREST RATE FOR BENEFIT INCREASE RESERVE AC-
COUNT. After reviewing the recommendation of the actuary, the board of trustees shall
approve a rate of interest that represents a reasonable anticipation of earnings from the
investments of assets in the benefit increase reserve account.

Sec. 825.107 [3503]. RECORDS OF BOARD OF TRUSTEES. (a) The board of
trustees shall keep, in convenient form, data necessary for:

(1) actuarial valuation of the accounts of the retirement system; and
(2) checking the system's expenses.

(b) The board shall keep a record of all of its proceedings.
(c) Except as otherwise provided by this title, records of the board are open to public

inspection.
Sec. 825.108 [3540]. REPORT. An'ually, the board of trustees shall publish a report

containing the following information:
(1) the retirement system's fiscal transactions for the preceding school year;
(2) the amount of the system's accumulated cash and securities; and
(3) the most recent balance sheet showing an actuarial valuation of the assets and

liabilities of the system.
Sec. 825.109 [35409]. CORRECTION OF ERRORS. If an error in the records of the

retirement system results in a person's receiving more or less money than the person is
entitled to receive under this subtitle, the board of trustees shall correct the error and so
far as practicable shall adjust future payments so that the actuarial equivalent of the
benefit to which the person is entitled is paid.

Sec. 825.110 [35440]. DETERMINATION OF ANNUAL COMPENSATION. The
board of trustees shall adopt rules to exclude from annual compensation that part of
salary and wages in the final years of a member's employment that reasonably can be
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presumed to have been derived from a conversion of fringe benefits, maintenance, or
other payments not includable in annual compensation to salary and wages. The board of
trustees may adopt rules that include a percentage limitation on the amount of increases
in annual compensation that may be subject to credit and deposit during a member's final
years of employment.

[Sections 825.111-825.200 [354-4-35,200] reserved for expansion]

SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES

Sec. 825.201 [35,20]. CHAIRMAN. The board of trustees shall elect a chairman.
The chairman must be a member of the board.

Sec. 825.202 [35202]. EXECUTIVE SECRETARY. (a) The board of trustees, by a
majority vote of all members, shall appoint an executive secretary.

(b) The executive secretary may not be a member of the board of trustees.
(c) To be eligible to serve as the executive secretary, a person must have been a citizen

of this state for the three years immediately preceding the appointment.
(d) The executive secretary shall recommend to the board actuarial and other services

necessary to administer the retirement system.
(e) Annually, the executive secretary shall prepare an itemized expense budget for the

following fiscal year and shall submit the budget to the board for review and adoption.
Sec. 825.20S [35,2]. LEGAL ADVISER. The attorney general of the state is the

legal adviser of the board of trustees. The attorney general shall represent the board in
all litigation.

Sec. 825.204 [35,204]. MEDICAL BOARD. (a) The board of trustees shall appoint a
medical board composed of three physicians.

(b) To be eligible to serve as a member of the medical board, a physician must be
licensed to practice medicine in this state and be of good standing in the medical
profession. A physician who is eligible to participate in the retirement system may not be
a member of the medical board.

(c) The medical board shall:
(1) review all medical examinations required by this subtitle;
(2) investigate essential statements and certificates made by or on behalf of a

member of the retirement system in connection with an application for disability
retirement; and

(3) report in writing to the board of trustees its conclusions and recommendations on
all matters referred to it.
Sec. 825.205 [35,205]. OTHER PHYSICIANS. The board of trustees may employ

physicians in addition to the medical board to report on special cases.
Sec. 825.206 [35,206]. ACTUARY. (a) The board of trustees shall designate an actu-

ary as its technical adviser.
(b) At least once every five years the actuary, on authorization of the board of trustees,

shall:
(1) investigate the mortality, service, and compensation experience of the members

and beneficiaries of the retirement system;
(2) on the basis of the investigation made under Subdivision (1) [of this eubseotion],

recommend to the board of trustees tables and rates that are required; and
(3) on the basis of tables and rates adopted by the board of trustees under Section

825.105 [25.105 of this subtitle], evaluate the assets and liabilities of the retirement
system.
Sec. 825.207 [35,20]. STATE TREASURER. (a) Except as provided by Section

825.802 or 825.803 [35.3011 -r 35.3012 of this subtitel], the state treasurer is the custodian
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of all securities and cash of the retirement system, including securities held in the name
of a nominee of the retirement system.

(b) The state treasurer shall pay money from the accounts of the retirement system on
warrants drawn by the comptroller of public accounts and authorized by vouchers signed
by the executive secretary or other persons designated by the board of trustees.

(c) The state treasurer annually shall furnish to the board of trustees a sworn
statement of the amount of the retirement system's assets in the treasurer's custody.

(d) The state treasurer is not responsible, under either civil or criminal law, for any
action or losses with respect to assets of the retirement system while the assets are in the
custody of a commercial bank as provided by Section 825.802 or 825.803 [35 21-.a
25.3012 o_ thu l ubtitl].

Sec. 825.208 [96408]. COMPENSATION OF EMPLOYEES; PAYMENT OF EX-
PENSES. The board of trustees shall approve the rate of compensation of all persons it
employs and the amounts necessary for other expenses for operation of the retirement
system. The rates and amounts may not exceed those paid for similar services for the
state.

Sec. 825.209 [35,09]. SURETY BONDS. (a) The state treasurer shall give a surety
bond in the amount of $50,000.

(b) The executive secretary shall give a surety bond in the amount of $25,000.
(c) The board of trustees may require any trustee or employee of the board, other than

the executive secretary, to give a surety bond in an amount determined by the board.
(d) All surety bonds must be:

(1) made with a solvent surety company that is authorized to do business in the state;
(2) made payable to the board- of trustees;
(8) approved by the board of trustees and the attorney general; and

(4) conditioned on the bonded person's faithful performance of all of the person's
duties.

(e) The board of trustees shall pay from the expense account all expenses for the
execution of a bond under this section, including premiums.

Sec. 825.210 [3 2]. INTEREST IN INVESTMENT PROFITS PROHIBITED. Ex-
cept for an interest in the retirement assets as a member of the retirement system, a
trustee or employee of the board of trustees may not have a direct or indirect interest in
the gains from investments made with the system's assets and may not receive any
compensation for service other than designated salary and authorized expenses.

[Sections 825.211-825.800 [354U-3540] reserved for expansion]

SUBCHAPTER D. MANAGEMENT OF ASSETS

Sec. 825.801 [35 ,]. INVESTMENT OF ASSETS. (a) The board of trustees shall
invest assets of the retirement system without distinction as to their source.

(b) The board of trustees may contract with private professional investment managers
to assist the board in investing the assets of the retirement system.

(c) The board of trustees shall employ one or more performance measurement services
to evaluate and analyze the investment results of those assets of the retirement system
for which reliable and appropriate measurement methodology and procedures exist. Each
service shall compare investment results with the written investment objectives developed
by the board, and shall also compare the investment of the assets being evaluated and
analyzed with the investment of other public funds.

(d) The board of trustees may invest assets of the retirement system in obligations
issued, assumed, or guaranteed by the African Development Bank.

(e) The board of trustees shall develop written investment objectives concerning the
investment of the assets of the retirement system. The objectives may address desired
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rates of return, risks involved, investment time frames, and any other relevant considera-
tions.

Sec. 825.302 [3530U]. INVESTMENT BY BANK IN SHORT-TERM SECURITIES.
The retirement system may contract with one or more commercial banks to serve as
custodians of the system's cash or securities pending completion of an investment
settlement and may authorize a bank acting as custodian to invest the cash so held in
such short-term securities as the board of trustees determines.

Sec. 825.03 [3.3012]. LOAN OF SECURITIES BY BANK. (a) The retirement sys-
tem may contract with one or more commercial banks to serve as custodians of the
system's securities and to lend the securities under rules adopted by the board of trustees
and as required by this section.

(b) To be eligible to lend securities under this section, a bank must:
(1) be experienced in the operation of a fully secured securities loan program;
(2) maintain adequate capital in the prudent judgment of the retirement system to

assure the safety of the securities entrusted to it as a custodian;
(3) execute an indemnification agreement satisfactory in form and content to the

retirement system fully indemnifying the retirement system against loss resulting from
the bank's service as custodian of the system's securities and its operation of a
securities loan program for the system's securities;

(4) require any securities broker or dealer to whom it lends securities belonging to
the retirement system to deliver to and maintain with the bank collateral in the form of
cash or United States government securities, in an amount equal to not less than 100
percent of the market value, from time to time, of the loaned securities; and

(5) speedily collect and remit to the state treasurer on the day of collection by the
fastest available means any dividends or interest collectible by it on securities held by it
as custodian, together with identification of the source of the dividends or interest.
Sec. 825.304 [35353]. NOMINEE TO HOLD SECURITIES. (a) The retirement sys-

tem may select a nominee to hold securities of the system in the name of the nominee,
without mention of ownership by the retirement system in the stock certificate, bond
certificate, stock registration book, or other evidence of title to the securities. If a
nominee is selected under this section, the records and all relevant reports or accounts of
the retirement system must show the ownership by the system of the securities held by
the nominee and the facts regarding the system's holdings.

(b) A nominee selected under this section shall file with the retirement system a signed
statement showing the system's ownership of the securities. A nominee also shall
endorse any stock certificate in blank, execute an appropriate stock power in blank and
attach it to the stock certificate, or execute a conveyance or assignment of the title to the
securities, and promptly deposit it with the appropriate custodian.

(c) A nominee may not possess the securities and may have access to them only under
the immediate supervision of the custodian of the securities.

(d) A nominee may be a partnership composed of either retirement system employees
or members of the board of trustees, or both. The retirement system may contract with a
partnership under this subsection without complying with statutory requirements for
awarding contracts for services by state agencies, but the retirement system shall submit
any proposed contract under this subsection to the attorney general for review in advance
of execution to protect the total interests of the state and the retirement system. A
partner who is also a retirement system employee or board member may accept no
compensation or profits from the partnership and holds any profits of the partnership in
trust for the retirement system. The retirement system may indemnify its employees or
board members acting in their capacities as individual partners of the nominee and may
purchase performance bonds for them. The retirement system also may pay expenses
and provide facilities, services, supplies, and materials necessary to the functioning of the
partnership as its nominee. Any expense reimbursements must be at the same rate that
the partner incurring the expense would have received as an employee or board member.
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Amounts may not be expended for office facilities for the partnership separate from those
of the retirement system.

(e) The records of a nominee shall be maintained by the retirement system and are
subject to audit by the state auditor.

Sec. 825.305 [3502]. AVAILABLE CASH. The board of trustees may keep on depos-
it with the state treasurer available cash not exceeding 10 percent of the total assets of
the retirement system, to pay annuity and other disbursements.

Sec. 825.306 [35303]. CREDITING SYSTEM ASSETS. The assets of the retirement
system shall be credited, according to the purpose for which they are held, to one of the
following accounts:

(1) member savings account;
(2) state contribution account;
(3) retired reserve account;
(4) benefit increase reserve account;
(5) interest account; or
(6) expense account.

See. 825.807 [35 4]. MEMBER SAVINGS ACCOUNT. (a) The retirement system
shall deposit in a member's individual account in the member savings account:

(1) the amount of contributions to the retirement system that is deducted from the
member's compensation;

(2) the portion of a deposit made on or after resumption of membership that
represents the amount of retirement benefits received;

(3) the portion of a deposit to reinstate service credit previously canceled that
represents the amount withdrawn or refunded;

(4) the portion of a deposit to establish membership service credit previously waived
that is required by Section 823.202(b)(1) [33.202,(b,!) of this subtitle];

(5) the portion of a deposit to establish membership service credit for service
performed after retirement that is required by Section 82.502(c)(8) or (cX5)
[33 509(o)(3) or 33,5O2(c)(5) of this subtitle];

(6) the portion of a deposit to establish military service credit required by Section
823.302(c) [33 309(o) of this subtitle];

(7) the portion of a deposit to establish equivalent membership service credit required
by Section 823.401(d), 828.3402(e)(1) or (e)(2), or 828.3408(b)(1) or (b)(2) [&%40"(d),
33 33( 0(a)(9), 33 A03(b)(1), or 33 A03(bX)) 9o this subtitle]; and

(8) interest earned on money in the account as provided by Subsections (b) and (c) [of
tWA- sano ] and Section 825.818(b)(1) [35 .310(bXl) o this subtitle].
(b) Interest on a member's contribution is computed at the rate of five percent a year

on the average balance in the account during the preceding fiscal year. The retirement
system shall credit interest on August 31 of each year.

(c) Accumulated contributions in an individual's account on the date that the individu-
al's membership in the retirement system is terminated do not earn interest after that
date.

Sec. 825.308 [3505]. STATE CONTRIBUTION ACCOUNT. The retirement system
shall deposit in the state contribution account:

(1) all state contributions to the retirement system required by Section 825.404
[35.404 of this subtitle];

(2) amounts from the interest account as provided by Section 825.318(bX5)
[35 31*X) of this . u..tle];

(3) retirement annuities waived or forfeited in accordance with Section 824.601
[4,6"0] or 824.004 [34.004 of this subtitle];

(4) fees collected under Section 825.403(h) [35.403(h) of this subtitle];
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(5) fees and interest for reinstatement of service credit or establishment of member-
ship service credit as provided by Section 828.202, 828.501, or 823.502 [33.902, 33.5041,-G
33.502 of this subtloe];

(6) the portion of a deposit required by Section 823.802 [33.302 f this subtitle] to
establish military service credit that represents a fee; and

(7) the portion of a deposit required by Section 82.401(e) [33.401(s) of this subt.tle]
to establish out-of-state service credit that represents a fee.
Sec. 825.309 [(35,M]. RETIRED RESERVE ACCOUNT. (a) The retirement system

shall transfer to the retired reserve account:
(1) from the member savings account, an amount equal to the accumulated contribu-

tions in a member's individual account when the member retires or when the retirement
system approves the payment of any benefit authorized under this subtitle on the
member's retirement or death;

(2) from the state contribution account, an amount certified by the actuary or
determined under actuarial tables adopted by the board of trustees pursuant to Section
825.105 [35.105 of this subtitle] as necessary to provide for the payment of the benefit
as it becomes due; and

(3) from the interest account, the amount required by Section 825.918(b)(2)
[35.310(b)() of this subtitl].
(b) The retirement system shall use money in the retired reserve account to pay all

retirement annuities and all death or survivor benefits except those paid under Section
825.310(b) [35307(b) of this subtit!e].

Sec. 825.310 [35.30]. BENEFIT INCREASE RESERVE ACCOUNT. (a) The retire-
ment system shall deposit in the benefit increase reserve account:

(1) money appropriated to pay postretirement benefit increases, or other adjustments
of initial benefit payments, authorized by the legislature after January 30, 1975; and

(2) interest as required by Section 825.318(b)(4) [35.310(b)(4) of this subtle].
(b) The retirement system shall pay from the account postretirement benefit increases,

and other adjustments of initial benefit payments, funded by the amounts deposited in the
account pursuant to Subsection (a) [oi thiseeti n].

Sec. 825.311 [3508]. INTEREST ACCOUNT. In the interest account the retirement
system shall:

(1) deposit all income, interest, and dividends from deposits and investments of assets
of the retirement system; and

(2) accumulate net capital gains and losses from the sale, call, maturity, or conver-
sion of securities.
Sec. 825.812 [35,0]. EXPENSE ACCOUNT. (a) The retirement system shall depos-

it in the expense account:
(1) all membership fees required by this subtitle; and
(2) money required to be deposited in the account by Section 825.818(b)(8) or

825.318(c) [So tions 35.310(b)3) and 35.310(c) of this subtitle].
(b) The retirement system shall pay from the account all expenses of administratiop

and maintenance of the retirement system.
Sec. 825.313 [35410]. TRANSFERS FROM INTEREST ACCOUNT. (a) Annually,

the retirement system shall transfer from the interest account to the state contribution
account amounts accumulated under Section 825.811(2) [35.308(2) of +ti stbtitle].

(b) On August 31 of each year, the retirement system shall make the following
transfers from the interest account:

(1) to the member savings account, an amount computed using the rate prescribed by
Section 825.307(b) [35 304(b) of this subtitle ];

(2) to-the retired reserve account, an amount equal to 4%/ percent of the average
balance" of the retired reserve account for that fiscal year or, if the transfer is
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authorized by resolution of the board, an amount computed at a greater rate if the
actuary recommends the greater rate to adequately fund the retired reserve account;

(3) to the expense account, an amount designated by the board of trustees in
accordance with Subsection (c) [4-this setion];

(4) to the benefit increase reserve account, an amount representing interest on the
average annual balance of the benefit increase reserve account at a rate set by the
board of trustees in accordance with Section 825.106 [35.106 ef this subtitle]; and

(5) to the state contribution account, the amount remaining in the interest account
after the other transfers required by this section are made.
(c) The board of trustees, by resolution recorded in its minutes, shall transfer from the

interest account to the expense account an amount necessary to cover the expenses of the
retirement system for the fiscal year, including the expense of servicing mortgages
insured by the Federal Housing Administration under the National Housing Act (12
U.S. C. Section [] 1701 et seq.).

Sec. 825.814 [354]. USE OF STATE CONTRIBUTIONS. The retirement system
shall use all assets contributed by the state to pay benefits authorized by this subtitle.

[Sections 825.315-825.400 [35312-35A00] reserved for expansion]

SUBCHAPTER E. COLLECTION OF MEMBERSHIP FEES AND CONTRIBUTIONS

Sec. 825.401 [35.,4]. COLLECTION OF MEMBERSHIP FEES. (a) Each member of
the retirement system, with the first contribution to the member savings account in each
fiscal year, shall pay a membership fee of $10 to the board of trustees. The member shall
pay the fee in the same manner as provided by Section 825.408 [35.403 of this subtitle] for
the payment of the member's contributions to the member savings account.

(b) If a member does not currently hold a position included in the class of positions
eligible for retirement system membership, the member shall pay the membership fee to
the retirement system.

(c) If the membership fee is not paid, the board may deduct an amount equal to the fee
from the member's first contribution of the year to the member savings account or from
the member's accumulated contributions in that account before a refund is made.

(d) The retirement system shall deposit all membership fees in the expense account.
Sec. 825.402 [35402]. RATE OF MEMBER CONTRIBUTIONS. The rate of contribu-

tions for each member of the retirement system is:
(1) five percent of the member's annual compensation or $180, whichever is less, for

service rendered after August 31, 1937, and before September 1, 1957;
(2) six percent of the first $8,400 of the member's annual compensation for service

rendered after August 31, 1957, and before September 1, 1969;
(3) six percent of the member's annual compensation for service rendered after

August 31, 1969, and before the first day of the 1977-78 school year;
(4) 6.65 percent of the member's annual compensation for service rendered after the

last day of the period described by Subdivision (3) [of this o etin] and before
September 1, 1985; and

(5) 6.4 percent of the member's annual compensation for service rendered after
August 31, 1985.
Sec. 825.408 [35,403]. COLLECTION OF MEMBER'S CONTRIBUTIONS. (a) Each

payroll period, each employer shall deduct from the compensation of each member
employed by the employer an amount equal to 6.4 percent of the member's compensation
for that period.

(b) Each employer or the employer's designated disbursing officer, at a time and in a
form prescribed by the retirement system, shall send to the executive secretary all
deductions and a certification of earnings of each member employed by the employer.
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(c) The executive secretary shall deposit with the state treasurer all deductions received
by the executive secretary.

(d) After the deductions are deposited with the state treasurer, the money shall be used
as provided by this subtitle.

(e) The county superintendent or ex officio county superintendent, in accordance with
this section, shall collect contributions of members employed in common school or other
school districts under the superintendent's jurisdiction.

(f) Employers shall make the deductions required by this section even if the member's
compensation is reduced below the amount equal to the minimum compensation provided
by law.

(g) By becoming a member of the retirement system, a member consents to the
deductions required by this section. The payment of compensation less those deductions
is a complete release of all claims, except benefits provided by this subtitle, for services
rendered by the member during the payment period.

(h) If deductions were previously required but not paid, the member shall pay the
amount of those deductions plus a fee computed at a rate of five percent a year on the
unpaid amount from the end of the school year in which the deductions first became due
or the end of the 1974-75 school year, whichever is later, to the date of payment. The
board of trustees shall:

(1) prescribe terms for payments under this subsection;
(2) credit the member for prior service to which the member is entitled under this

subtitle; and
(3) deposit the fee required by this subsection in the state contribution account.

(i) Contributions required by Section 825.402 [25..02 of this subtit!e] shall be deducted
from the funds regularly appropriated by the state for the current maintenance of any
educational institution supported in whole or part by the state and not otherwise covered
by this section.

Sec. 825.404 [35A04]. COLLECTION OF STATE CONTRIBUTIONS. (a) During
each fiscal year, the state shall contribute to the retirement system an amount equal to
eight percent of ther aggregate annual compensation of all members of the retirement
system during that fiscal year.

(b) Before November 2 of each even-numbered year, the board of trustees shall certify
to the comptroller of public accounts for review and adoption an estimate of the amount
necessary to pay the state's contributions to the retirement system for the following
biennium.

(c) The amount certified under Subsection (b) [e--this section] shall be included in the
state budget that the governor submits to the legislature.

(d) All money appropriated by the state to the retirement system shall be paid to the
state contribution account in equal monthly installments as provided by Section 403.093
[Art.l 4364a, Revised Civil Statutes of TOx1925].

See. 825.405 [354044]. CONTRIBUTIONS BASED ON COMPENSATION ABOVE
STATUTORY MINIMUM. (a) For members entitled to the minimum salary for certain
school personnel under Section 16.056, Education Code, the employing district shall pay
the state's contribution on the portion of the member's salary that exceeds the statutory
minimum.

(b) For purposes of this section, the statutory minimum salary is the salary provided by
Section 16.056, Education Code, multiplied by the price differential index applicable under
Section 16.102, Education Code, to the district in which the member is employed, plus any
career ladder supplement under Section 16.057, Education Code.

(c) The employer's form showing deductions and certification of earnings must provide
the retirement system with information sufficient to administer this section, as deter-
mined by the system, including information showing the applicable minimum salary as
well as aggregate annual compensation.
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(d) The employer must remit the amount required under this section to the executive
secretary at the same time that the employer remits the member's contribution.

(e) After the end of each school year, the retirement system shall certify to the
commissioner of education:

(1) the names of any employing districts that have failed to remit, within the period
required by Section 825.408 [35.406 of this subtitle], all contributions required under
this section for the school year; and

(2) the amounts of the unpaid contributions.
(f) If the commissioner of education receives a certification under Subsection (e) [of-this

seotion], the commissioner shall direct the comptroller of public accounts to withhold the
amount certified, plus interest computed at the rate and in the manner provided by
Section 825.408 [35.406 of this subtitle], from the first state money payable to the school
district. The amount withheld shall be deposited to the credit of the appropriate accounts
of the retirement system.

(g) The board of trustees shall take this section into consideration in adopting the
biennial estimate of the amount necessary to pay the state's contributions to the system.

(h) This section does not apply to state contributions for members employed by a school
district in a school year if the district's tax rate for maintenance and operation revenues
for the tax year that ended in the preceding school year equals or exceeds 125 percent of
the statewide average tax rate for school district maintenance and operation revenues for
that tax year. For a tax year, the statewide average tax rate for school district
maintenance and operation revenues is the tax rate that, if applied to the statewide total
appraised value of taxable property for every school district in the state according to the
appraisal roll certified for each district for the tax year as provided by Section 26.01, Tax
Code, would produce an amount equal to the statewide total amount of maintenance and
operation taxes imposed in the tax year for every school district in the state.

Sec. 825.-406 [3M06]. COLLECTION OF CONTRIBUTIONS FROM FEDERAL OR
PRIVATE SOURCES; OFFENSE; PENALTY. (a) If an employer applies for money
provided by the United States, an agency of the United States, or a privately sponsored
source, and if any of the money will pay part or all of an employee's salary, the employer
shall apply for any legally available money to pay state contributions required by Section
825.404 [35A04] or 830.201 [36.201 of this subtitlo].

(b) When an employer receives'money for state contributions from an application made
in accordance with Subsection (a) [oi this-se]tion, the employer shall immediately send
the money to the retirement system for deposit in the general revenue fund of the state
treasury.

(c) Monthly, employers shall report to the retirement system in a form prescribed by
the system:

(1) the name of each employee paid in whole or part from a grant;
(2) the source of the grant;
(3) the amount of the employee's salary paid from the grant;
(4) the amount of. the money provided by the grant for state contributions for the

employee; and
(5) any other information the retirement system determines is necessary to enforce

this section.
(d) The retirement system may:

(1) require from employers reports of applications for money;
(2) require evidence that the applications include requests for funds available to pay

state contributions to the retirement system for employees paid from the grant; and
(3) examine the records of any employer to determine compliance with this section

and rules promulgated under it.
(e) A person commits an offense if the person is an administrator of an employer and

knowingly fails to comply with this section.
I Tex.SessLaws d.Vol. 89-16 687
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(f) An offense under Subsection (e) [of this -- ation] is a Class C misdemeanor.
(g) An employer who fails to comply with this section may not, after the failure, apply

for or spend any money from a federal or private grant. The retirement system shall
report alleged noncompliance to the attorney general, the state treasurer, the Legislative
Budget Board, the comptroller of public accounts, and the governor. The attorney
general shall bring a writ of mandamus against the employer to compel compliance with
this section.

Sec. 825.407 [3540U]. COLLECTION OF CONTRIBUTIONS FROM NONEDUCA-
TIONAL AND GENERAL FUNDS. (a) In this section:

(1) "General academic teaching institution" has the meaning assigned by [Subd.v.'Woi
(,] Section 61.003, Education Code.

(2) "Medical and dental unit" has the meaning assigned by [Sudivision (5)] Section
61.003, Education Code.

(3) "Noneducational and general funds" means all funds of an institution of higher
education except those funds used as a method of financing for an institutional
appropriation in the General Appropriations Act or dedicated by the Constitution of the
State of Texas.
(b) The governing board of each general academic teaching institution and the govern-

ing board of each medical and dental unit shall reimburse the state, from noneducational
and general funds of the institution or unit, for state contributions that are made based
on any portion of a member's salary that is paid from the noneducational and general
funds.

(c) The designated disbursing officer of each general academic teaching institution and
the designated disbursing officer of each medical and dental unit shall submit to the
retirement system, at a time and in the manner prescribed by the retirement system, a
monthly report containing:

(1) the name of each member employed by the institution or unit who, for the most
recent payroll period, was paid wholly or partly from noneducational and general funds;

(2) the amount of the employee's salary for the most recent payroll period that was
paid from noneducational and general funds;

(3) a certification of the total amount of employer contributions due under this
section for the payroll period; and

(4) any other information the retirement system determines is necessary to adminis-
ter this section.
(d) A monthly report required under Subsection (c) [f .this4 eeti] shall be accompa-

nied by payment of the amount certified under Subdivision (3) of that subsection.
(e) After the end of each fiscal year, the retirement system shall report to the

comptroller of public accounts and the State Auditor the name of any general academic
teaching institution and any medical and dental unit delinquent in the reimbursement of
contributions under this section for the preceding fiscal year and the amount by which
each reported institution or unit is delinquent.

(f) Any portion of the reimbursement required under this section to be made for a fiscal
year by a general academic teaching institution or a medical and dental unit that remains
unpaid on the first day of the next fiscal year accrues interest, beginning on that day or
the due date for the portion, whichever is later, at an annual rate, compounded monthly,
equal to the rate established under [Sub"_tin () _Q41 Section 825.319(b), [3 3 10 9 tfhis
Subtitle] plus two percent.

(g) The retirement system shall submit all money it receives under this section to the
comptroller of public accounts for deposit in the general revenue fund [Gonera-- Rev

Sec. 825.408 [95406]. INTEREST ON CONTRIBUTIONS AND FEES; DEPOSITS
IN TRUST. (a) An employing district that fails to remit, before the 11th day after the
last day of a month, all member and employer deposits required by this subchapter to be
remitted by the district for the month shall pay to the retirement system, in addition to
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the deposits, interest on the unpaid amounts at an annual rate compounded monthly. The
rate of interest is the rate established under Section 825.313(b)(2) [35310(b)(9) of this
subtitle], plus two percent. Interest required under this section is creditable to the interest
account.

(b) An employing district and its trustees hold amounts due to the retirement system
under this subtitle in trust for the retirement system and its members and may not divert
the amounts to any other purpose.

Sec. 825.409 [35.A0]. EMPLOYER PICKUP OF MEMBER CONTRIBUTIONS. (a)
Each employer shall pick up the employee contribution required of each of its employees
by Section 825.-403 [35.403 of this subtitle] for all compensation earned after December 31,
1987. Employers shall pay to the retirement system the picked-up contributions from the
same source of funds that is used in paying earnings to the employees. Such payments
shall be in lieu of contributions by the employees. An employer shall pick up these
contributions by a corresponding reduction in the cash salary of the employees, by an
offset against a future salary increase, or by a combination of a salary reduction and
offset against a future salary increase. Employees do [WhaU] not have the option of
choosing to receive the contributed amounts directly instead of having them paid by the
employer to the retirement system.

(b) Contributions picked up as provided by [in] Subsection (a) [of this ection.] shall be
treated as employer contributions in determining tax treatment of the amounts under the
United States Internal Revenue Code; however, each employer shall continue to withhold
federal income taxes on these picked-up contributions until the Internal Revenue Service
determines or the federal courts rule that pursuant to Section 414(h) of the Internal
Revenue Code of 1986 (26 US.C. [ ] Section 414 [414(h)]) these picked-up
contributions may [shall] not be included as gross income of the employee until such time
as they are distributed or made available.

(c) Employee contributions picked up as provided by [in] Subsection (a) [of this section]
shall be transmitted to the retirement system in the manner required by Section 825.403
[35.1.3 of thie eubtitlo]. Employee contributions picked up by an employer and credited
to the employee's account shall be treated for all other purposes as if the amount were a
part of the member's annual compensation and had been deducted pursuant to [the
... oia"n-e Section 825.403(a) [35.403(a) of this subtitle].

[Sections 825.410-825.500 [35,40-3550] reserved for expansion]

SUBCHAPTER F. MISCELLANEOUS ADMINISTRATIVE PROCEDURES

See. 825.501 [35.501]. STATEMENT OF AMOUNT IN INDIVIDUAL ACCOUNTS.
The board of trustees shall furnish, on written request, to a member of the retirement
system a statement of the amount credited to the member's individual account. The
board is not required to furnish more than one statement a calendar year.

Sec. 825.502 [35,502]. PAYMENT OF CONTRIBUTIONS TO A MEMBER ABSENT
FROM SERVICE. (a) If a demand for the accumulated contributions of a member with
fewer than 10 years of service has not been made in accordance with Section 822.005
[32.005 of this subtitle] before the seventh anniversary of the member's last day of
service, the retirement system shall return to the member or to the member's heirs all
accumulated contributions of the member.

(b) If the member or the member's heirs cannot be found, the member's accumulated
contributions are forfeited to the retirement system. The retirement system shall credit
the amount forfeited to the retired reserve account.

Sec. 825.503 [35,503]. REPRODUCTION AND PRESERVATION OF RECORDS. (a)
The retirement system may photograph, microphotograph, or film all records pertaining
to a member's individual file, accounting records, district report records, and investment
records.

(b) If a record is reproduced under Subsection (a) [of thi .seetin], the retirement
system may destroy or dispose of the original record if the system first:
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(1) places the reproduction in conveniently accessible files; and

(2) provides for the preservation, examination, and use of the reproduction.

(c) A photograph, microphotograph, or film of a record reproduced under Subsection (a)
[oi tis-seati"i] is equivalent to the original record for all purposes, including introduction
as evidence in all courts 'and administrative agency proceedings. A duly certified or
authenticated copy of such a photograph, microphotograph, or film is admissible as
evidence equally with the original photograph, microphotograph, or film.

(d) The executive secretary or an authorized representative may certify the authenticity
of a photograph, microphotograph, or film of a record reproduced under this section and
shall charge a fee for the certified photograph, microphotograph, or film as provided by
law.

(e) Certified records shall be furnished to any person who is authorized by law to
receive them,

Sec. 825.504 [35,W4]. EMPLOYER CERTIFICATION TO BOARD. (a) An employer
annually shall certify to the board of trustees the beginning date of the contract of each
member whose contract year begins after June 30 and continues after August 31 of the
same calendar year.

(b) The board of trustees by rule may prescribe the form of and procedures for filing
certifications required by this section.

Sec. 825.505 [35.505]. AUDITS. For the purpose of determining the propriety of
contributions or credits, the records of an employer concerning the employment and
compensation of its personnel are subject to examination, in the offices of the employer
during regular working hours, by representatives of the retirement system designated to
conduct the examination.

Sec. 825.506 [35,506]. PLAN QUALIFICATION. (a) It is intended that the provi-
sions of this subtitle be construed and administered in a manner that the retirement
system's benefit plan will be considered a qualified plan under Section 401(a) of the
Internal Revenue Code of 1986 (26 US.C. [U4..] Section 401 [40"]). The board of
trustees may adopt rules that modify the plan to the extent necessary for the retirement
system to be a qualified plan. Rules adopted by the board of trustees are to be
considered a part of the plan.

(b) In determining qualification status under Section 401(a) of the Internal Revenue
Code of 1986 (26 U.S.C. [USC,] Section 401 [40"]), the retirement system's benefit
plan shall be considered primary. An employer may not provide employee retirement or
deferred benefits to the extent that, when considered together with the benefits autho-
rized by this subtitle as required by federal law, would result in the retirement system's
plan failing to meet federal qualification standards as applied to public pension plans.
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CHAPTER 830 [36]. OPTIONAL RETIREMENT PROGRAM

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 830.001 [30.0]. PURPOSE OF CHAPTER

Sec. 830.002 [36,002]. OPTIONAL RETIREMENT PROGRAM

Sec. 830.003 [36.001]. APPLICATION

Sec. 830.004 [30.0)4]. ADMINISTRATION

Sec. 830.005 [36005]. EXEMPTION FROM TAXES

[Sections 830.006-830.100 [3606-36440] reserved for expansion]

SUBCHAPTER B. PARTICIPATION

Sec. 830.101 [30400]. ELIGIBILITY TO PARTICIPATE

Sec. 830.102 [3402]. OPTION TO PARTICIPATE

Sec. 830.103 [36403]. EFFECT OF TRANSFERS AND CHANGES
IN EMPLOYMENT STATUS

Sec. 830.104 [36-04]. WITHDRAWAL OF CONTRIBUTIONS TO THE
RETIREMENT SYSTEM

Sec. 830.105 [36405]. TERMINATION OF PARTICIPATION

See. 830.106 [36400]. ELIGIBILITY FOR RESUMPTION OF MEMBERSHIP

[Sections 830.107-830.200 [36407-36,200] reserved for expansion]

SUBCHAPTER C. CONTRIBUTIONS AND BENEFITS

Sec. 830.201 [36,201]. CONTRIBUTIONS

Sec. 830.202 [36202]. COLLECTION AND DISBURSEMENT OF CONTRIBUTIONS

Sec. 830.203 [362091]. COLLECTION OF CONTRIBUTIONS FROM
NONEDUCATIONAL AND GENERAL FUNDS

Sec. 830.204 [3203]. SALARY REDUCTION AGREEMENT

Sec. 830.205 [36204]. BENEFITS

CHAPTER 830 [36]. OPTIONAL RETIREMENT PROGRAM

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 830.001 [36000]. PURPOSE OF CHAPTER. The purpose of this chapter is to
establish a complete retirement program for faculty members employed in state-sup-
ported institutions of higher education as an incentive that will attract high quality
faculties and thereby improve the level of education at state-supported colleges and
universities.

Sec. 830.002 [36002]. OPTIONAL RETIREMENT PROGRAM. (a) The optional re-
tirement program established as provided by this subtitle shall provide for contributions
to any type of investment authorized by [in] Section 403(b) of the [fedw'l] Internal
Revenue Code of 1986 (26 U.S.C. Section 403) [1954, 42 U.S. Code], as it existed on
January 1, 1981, and for the purchase of fixed or variable retirement annuities that meet
the requirements of that section and Section 401(g) of the [fedeal] Internal Revenue Code
of 1986 (26 U.S.C. Section 401) [1954, 42 U.S. Code, as amended].

(b) Participation in the optional retirement program is an alternative to active member-
ship in the retirement system.
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Sec. 880.008 [06002]. APPLICATION. In this chapter, the term "institution of highereducation" includes the Texas Higher Education Coordinating Board[ TP .. f11go and..... y. ....System], the Texas State Technical Institute, and the institutions defined inSection 821.001(10) [31.001(10) of this -bile], but excludes the Rodent and Predatory
Animal Control Service.

Sec. 880.004 [30.004]. ADMINISTRATION. (a) A governing board may provide forcontributions to any type of investment authorized by [in] Section 403(b) of the [fd"]Internal Revenue Code of 1986 (26 U.S. C. Section 408) [1954, 42 U.S. Code], as it existedon January 1, 1981, and may arrange the purchase of annuity contracts from anyinsurance or annuity company that is qualified to do business in this state.
(b) If a governing board has more than one component institution, agency, or unitunder its jurisdiction, the governing board may provide a separate optional retirementprogram for each component or may place two or more components under a singleprogram.
Sec. 880.005 [3005]. EXEMPTION FROM TAXES. If qualified to do business in thisstate, a life insurance or annuity company is exempt from the payment of franchise orpremium taxes on annuity or group insurance policies issued under a benefit programauthorized and at least partly paid for by the governing board of an institution of highereducation.

[Sections 880.008-880.100 [364W6- 64W] reserved for expansion]

SUBCHAPTER B. PARTICIPATION
Sec. 830.101 [3 01]. ELIGIBILITY TO PARTICIPATE. (a) The governing board ofeach institution of higher education shall provide an opportunity to participate in theoptional retirement program to all faculty members in the component institutions gov-

erned by the board.
(b) Eligibility to participate in the optional retirement program is subject to rulesadopted by the Texas Higher Education Coordinating Board.
(c) A person who before September 1, 1987, had chosen to participate in the optionalretirement program and who was participating in the program on September 1, 1987, isentitled to continue to participate in the program until the person terminates participationas provided by [Subs etion (a) -f] Section 880.105(a) [36 .105 f his subtitle].
Sec. 880.102 [36102]. OPTION TO PARTICIPATE. (a) A member of the retirementsystem who is eligible to participate in the optional retirement program may elect tocontinue as a member of the retirement system or to participate in the optional retirement

program.
(b) A person eligible to participate in the optional retirement program on the date theprogram becomes available at the person's place of employment must elect to participatein the program no later than August 1 of the calendar year after the year in which theprogram becomes available.
(c) A person who becomes eligible to participate in the optional retirement programafter the date the program becomes available at the person's place of employment mustelect to participate before the 91st day after becoming eligible.
(d) An eligible person who does not elect to participate in the optional retirementprogram is considered to have chosen to continue membership in the retirement system.
Sec. 830.108 [3403]. EFFECT OF TRANSFERS AND CHANGES IN EMPLOY-MENT STATUS. (a) An institution of higher education shall accept the transfer of aparticipant's optional retirement program from another institution of higher education.(b) If, after participating in the optional retirement program for at least one year, aperson becomes employed in an institution of higher education in a position normallycovered by the retirement system, the person shall continue participation in the optionalretirement program if the person has had no intervening employment in the public schoolsother than in an institution of higher education.
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See. 830.104 [36,104]. WITHDRAWAL OF CONTRIBUTIONS TO THE RETIRE-
MENT SYSTEM. (a) A person who is a participant in the optional retirement program
may withdraw accumulated contributions from the retirement system.

(b) An application to withdraw contributions under this section must be in writing and
on a form prescribed by the board of trustees.

(c) Before the first anniversary of the date an application is received, the retirement
system shall pay a withdrawing member the member's accumulated contributions.

(d) A person who withdraws contributions under this section relinquishes all accrued
rights in the retirement system.

(e) Nothing in Section 830.105 [36.105 of this subtitle] precludes the election by a
participant to withdraw accumulated contributions under this section.

Sec. 830.105 [36.05]. TERMINATION OF PARTICIPATION. (a) A person termi-
nates participation in the optional retirement program, without losing any accrued
benefits, by:

(1) death;
(2) retirement; or
(3) termination of employment in all institutions of higher education.

(b) A change of company providing optional retirement program benefits or a partici-
pant's transfer between institutions of higher education is not a termination of employ-
ment.

(c) The benefits of an annuity purchased under the optional retirement program are
available only if the participant obtains the age of 701/2 years or terminates participation
in the program as provided by Subsection (a) [oi this section].

Sec. 830.106 [36406]. ELIGIBILITY FOR RESUMPTION OF MEMBERSHIP. A par-
ticipant in the optional retirement program is not eligible for membership in the retire-
ment system unless the person:

(1) terminates employment covered by the optional retirement program; and
(2) becomes employed in the public school system in a position that is not eligible for

participation in the optional retirement program.

[Sections 880.107-830.200 [3647-362=] reserved for expansion]

SUBCHAPTER C. CONTRIBUTIONS AND BENEFITS

Sec. 830.201 [3620 ]. CONTRIBUTIONS. (a) Each fiscal year the state shall con-
tribute to the optional retirement program an amount equal to 81/2 percent of the
aggregate annual compensation of all participants in the program during that year. A
participant in the optional retirement program shall contribute to the program 6.65
percent of the person's annual compensation.

(b) Contributions required by this section shall be credited to the benefit of the
participant.

(c) In this section, "annual compensation" has the meaning assigned to that term by
Section 821.001(4) [31.001(4) of th Eubt;t.. .

Sec. 880.202 [36202]. COLLECTION AND DISBURSEMENT OF CONTRIBU-
TIONS. (a) The contributions of participants in the optional retirement program shall be
made by salary reduction pursuant to an agreement made under Section 880.204 [36 203
of t.his; su-btite!].

(b) The comptroller of public accounts shall pay the state's contributions to the optional

retirement program to the appropriate institutions of higher education.

(c) The disbursing officer of an institution of higher education shall pay the contribu-
tions collected under this section to the company providing the optional retirement
program for that institution.
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(d) An institution of higher education shall certify to the comptroller, in the manner
provided for estimate of state contributions to the retirement system, estimates of funds
required for the payments by the state under this section.

Sec. 880.208 [3&=2021]. COLLECTION OF CONTRIBUTIONS FROM NONEDUCA-
TIONAL AND GENERAL FUNDS. (a) In this section:

(1) "General academic teaching institution" has the meaning assigned by [Suibivision
(4)] Section 61.003, Education Code.

(2) "Medical and dental unit" has the meaning assigned by [Subdivsion (5,] Section
61.003, Education Code.

(3) "Noneducational and general funds" means all funds of an institution of higher
education except those funds used as a method of financing for an institutional
appropriation in the General Appropriations Act or dedicated by the Constitution of the
State of Texas.
(b) The governing board of each general academic teaching institution and the govern-

ing board of each medical and dental unit shall reimburse the state, from noneducational
and general funds of the institution or unit, for state contributions that are made based
on any portion of an optional retirement program participant's salary that is paid from the
noneducational and general funds.

(c) The designated disbursing officer of each general academic teaching institution and
the designated disbursing officer of each medical and dental unit shall submit to the
retirement system, at a time and in the manner prescribed by the retirement system, a
monthly report containing:

(1) the name of each optional retirement program participant employed by the
institution or unit who, for the most recent payroll period, was paid wholly or partly
from noneducational and general funds;

(2) the amount of the employee's salary for the most recent payroll period that was
paid from noneducational and general funds;

(3) a certification of the total amount of employer contributions due under this
section for the payroll period; and

(4) any other information the retirement system determines is necessary to adminis-
ter this section.
(d) A monthly report required under Subsection (c) [of this seotloa] shall be accompa-

nied by payment of the amount certified under Subdivision (3) of that subsection.
(e) After the end of each fiscal year, the retirement system shall report to the

comptroller of public accounts and the State Auditor the name of any general academic
teaching institution and any medical and dental unit delinquent in the reimbursement of
contributions under this section for the preceding fiscal year and the amount by which
each reported institution or unit is delinquent.

(f) Any portion of the reimbursement required under this section to be made for a fiscal
year by a general academic teaching institution or a medical and dental unit that remains
unpaid on the first day of the next fiscal year accrues interest, beginning on that day or
the due date for the portion, whichever is later, at an annual rate, compounded monthly,
equal to the rate established under [S Section 825.818(b), [35. 30 of this
subtitle] plus two percent.

(g) The retirement system shall submit all money it receives under this section to the
comptroller of public accounts for deposit in the general revenue fund [Genera R v e
Aid].

Sec. 880.204 [203]. SALARY REDUCTION AGREEMENT. (a) A participant in
the optional retirement program and the employing institution of higher education, acting
through its governing board, shall execute an agreement under which the salary of the
participant is reduced by the amount of the contribution required under Section 880.201
[36.201 of this subtitle] and under which the employer contributes an amount equal to the
reduction for any type of investment authorized in Section 403(b) of the Internal Revenue
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Code of 1986 (28 U.S.C. Section 403) or toward the purchase of an annuity under the
program.

(b) An agreement under this section is irrevocable until the earlier of the time:
(1) the participant ceases participation in the optional retirement program; or
(2) it is determined by the Internal Revenue Service or by legislative enactment that

the contributions of participants to the optional retirement program are elective
deferrals within the meaning of Section 402 of the Internal Revenue Code of 1986 (26
U.S.C. Section 402).
Sec. 830.205 [36,204]. BENEFITS. Benefits in the optional retirement program vest in

a participant after one year of participation in one or more optional retirement plans
operating in one or more institutions of higher education.

SUBTITLE D [E]. JUDICIAL RETIREMENT SYSTEM OF TEXAS PLAN ONE

CHAPTER 881 [44]. GENERAL PROVISIONS

[SUBCHAPTER A. GENERAL PROVISIONS]

Sec. 831.001 [41,00]. DEFINITIONS

See. 881.002 [44.002]. PURPOSE OF SUBTITLE

Sec. 881.003 [4=003]. RETIREMENT SYSTEM

See. 831.004 [41,004]. EXEMPTION FROM EXECUTION

SUBTITLE D [E]. JUDICIAL RETIREMENT SYSTEM OF TEXAS PLAN ONE

CHAPTER 881 [44]. GENERAL PROVISIONS

[SUBCHAPTER A. GENERAL PROVISIONS]

Sec. 881.001 [4-L004]. DEFINITIONS. In this subtitle:
(1) "Annuity" means an amount of money payable in monthly installments for life or

for another period as provided by this subtitle.
(2) "Board of trustees" means the entity given responsibility under Section 885.001

[45.001 of this subtitle] for the administration of the retirement system.
(3) "Judicial officer" means a person who presides over a court or a commission to a

court named in Section 832.001 [42.001 of this subtitle] and who has never been a
member of the Judicial Retirement System of Texas Plan Two.

(4) "Retiree" means a person who receives an annuity based on service that was
credited to the person.

(5) "Retirement system" means the Judicial Retirement System of Texas Plan One
or, as to periods before September 1, 1985, the Judicial Retirement System of Texas.

(6) "Service credit" means the amount of membership, military, and equivalent
membership service ascribed by the retirement system to a person and for which the
person has made required contributions.

(7) "Supreme court" means the Supreme Court of Texas.
Sec. 831.002 [44002]. PURPOSE OF SUBTITLE. The purpose of this subtitle is to

establish a program of benefits for members, retirees, and other beneficiaries of the
retirement system and to establish rules for the management and operation of the
retirement system.

Sec. 881.003 [44.003]. RETIREMENT SYSTEM. The retirement system is an entity of
the state. The [name of the Judiial Re.tr.ment System of TexAs is ch nged to the]
Judicial Retirement System of Texas Plan One is the name by which[r-and] all [its]
business of the retirement system shall be transacted and all its property held [undo"
that 4name]. Unless the context clearly indicates otherwise, a reference in law to the
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Judicial Retirement System of Texas is a reference to the Judicial Retirement System of
Texas Plan One.

Sec. 881.004 [41404]. EXEMPTION FROM EXECUTION. All annuity and other ben-
efit payments from the retirement system, contribution refunds, and rights accrued or
accruing under this subtitle to any person are exempt from garnishment, attachment,
state and local taxation, levy, sale, and any other process, and are unassignable.

CHAPTER 882 [42]. MEMBERSHIP

SUBCHAPTER A. MEMBERSHIP

Sec. 882.001 [42,0=]. ELIGIBILITY FOR MEMBERSHIP

Sec. 882.002 [42002]. MEMBERSHIP FEE

Sec. 882.008 [42003]. TERMINATION OF MEMBERSHIP

Sec. 832.004 [42.004]. WITHDRAWAL OF CONTRIBUTIONS

[Sections 882.005-832.100 [42005-42=4.0] reserved for expansion]

SUBCHAPTER B. RESUMPTION OF JUDICIAL SERVICE BY RETIREE

Sec. 882.101 [42403]. INELIGIBILITY FOR MEMBERSHIP

CHAPTER 832 [42]. MEMBERSHIP

SUBCHAPTER A. MEMBERSHIP

Sec. 882.001 [42,00]. ELIGIBILITY FOR MEMBERSHIP. (a) Except as provided
by Subsection (b) [ef--this otioa], membership in the retirement system is limited to
persons who have never been eligible for membership in the Judicial Retirement System
of Texas Plan Two and who, before the date the Judicial Retirement System of Texas
Plan Two began operation, became judges, justices, and commissioners of:

(1) the supreme court;

(2) the court of criminal appeals;

(3) courts of appeals;

(4) district courts; and

(5) commissions to a court specified in this subsection.

(b) Except as provided by Section 882.101 [429103 of this subtitk], membership in the
retirement system includes persons who are appointed under Subchapter C of Chapter 75
[Chapter 578, Adts of the 68th Legislature, Regular. Sesion, 1923 (Artile 900e, Vernon's
Texas Ci'.l Statute)], and who have never been members of the Judicial Retirement
System of Texas Plan Two. A member appointed under that Act is a judicial officer for
purposes of this subtitle.

(c) Membership in the retirement system is mandatory for eligible persons.

(d) Membership in the retirement system begins on the first day an eligible person
holds a judicial office specified in Subsection (a) [a! this-sction].

Sec. 882.002 [42,002]. MEMBERSHIP FEE. Each member of the retirement system
annually shall pay the system a membership fee of $10.

Sec. 882.008 [42,003]. TERMINATION OF MEMBERSHIP. A person terminates
membership in the retirement system by:

(1) death;

(2) retirement based on service credited in the retirement system; or

(3) withdrawal of the person's contributions to the retirement system.
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Ch. 179, § I



71st LEGISLATURE-REGULAR SESSION Ch. 179, § 1

Sec. 832.004 [42,004]. WITHDRAWAL OF CONTRIBUTIONS. (a) If a member re-
signs a judicial office or otherwise ceases to be a judicial officer, the member may
withdraw all of the member's [hias----]] contributions to the retirement system.

(b) A withdrawal of contributions cancels the person's service credit in the retirement
system.

[Sections 882.005-882.100 [42.005-42.00] reserved for expansion]

SUBCHAPTER B. RESUMPTION OF JUDICIAL SERVICE BY RETIREE

Sec. 882.101 [42403]. INELIGIBILITY FOR MEMBERSHIP. A retiree who makes
an election under Subchapter C of Chapter 74 [Chapter 156, Ads of the 40th Legislature,
Regular Session, 1997 (Article 900a, Veron's Texas Ci . . Sttute),] or who is appointed
under Subchapter C of Chapter 75 [Chapter 578, Acts of the 69th. Legislature, Regularooo; . o Q ^,; 9nn v ... 11 -.... -,,; at.''*e& ] may not rejoin the retirement
Session, 1983 (Article 900e, Vernon's Teas Ciuil statts]myno eon h etrmn
system or receive credit in the retirement system for the period of an appointment or for
any service performed under assignment.

CHAPTER 833 [431]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 888.001 [43.00]. TYPES OF CREDITABLE SERVICE

[Sections 833.002-833.100 [43002-43440] reserved for expansion]

SUBCHAPTER B. ESTABLISHMENT OF SERVICE

Sec. 83.101 [43441]. CURRENT SERVICE

Sec. 833.102 [43402]. SERVICE CREDIT PREVIOUSLY CANCELED

Sec. 833.103 [43403]. MILITARY SERVICE

Sec. 83.104 [434104]. SERVICE ON DOMESTIC RELATIONS OR
SPECIAL JUVENILE COURT.

CHAPTER 833 [43]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 83.001 [43.0]. TYPES OF CREDITABLE SERVICE. The types of service
creditable in the retirement system are:

(1) membership service;
(2) military service; and
(3) equivalent membership service.

[Sections 883.002-833.100 [43.002-43400] reserved for expansion]

SUBCHAPTER B. ESTABLISHMENT OF SERVICE

Sec. 833.101 [43403]. CURRENT SERVICE. Membership service is credited in the
retirement system for each month in which a member holds a judicial office and for which
the member makes the required contribution.

Sec. 833.102 [43402]. SERVICE CREDIT PREVIOUSLY CANCELED. If a person
who has withdrawn contributions to the retirement system and canceled service credit
under Section 832.004 [4.004 of this s btitle] subsequently rejoins the retirement system,
the member may not become eligible for retirement benefits from the retirement system
unless the person redeposits with the system the amount withdrawn. Payment under this
section reestablishes the service credit canceled by the refund.
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Sec. 898.10S [43403]. MILITARY SERVICE. (a) An eligible member may establish
service credit in the retirement system for military service performed that is creditable in
the retirement system.

(b) A member eligible to establish military service credit is one who:
(1) currently contributes to the retirement system;
(2) has at least 8 years of service credit in the retirement system; and
(8) does not receive and is not eligible to receive federal retirement payments based

on 20 years or more of active federal military duty or its equivalent.
(c) Military service creditable in the retirement system is active duty federal military

service performed during a time that the United States is or was engaged in armed
conflict. The board of trustees by rule shall determine the periods recognized for
purposes of this subtitle as times of armed conflict.

(d) A member may not establish more than 48 months of service credit in the
retirement system for military service.

(e) A member may establish credit under this section by depositing with the retirement
system a contribution computed for each month of military service claimed at the rate of
six percent of the member's current monthly state salary.

Sec. 888.104 [43404]. SERVICE ON DOMESTIC RELATIONS OR SPECIAL JUVE-
NILE COURT. (a) An eligible member may establish equivalent membership service
credit in the retirement system for service performed as judge of a domestic relations or
special juvenile court.

(b) A member eligible to establish credit under this section is one who [sees--o ]
served as judge:

(1) .of a domestic relations or special juvenile court on the date that the court [is-w]
was abolished by the Family District Court Act , as amended] (former Article 1926a,
Vernon's Texas Civil Statutes); or

(2) of a district or appellate court on the date that a domestic relations or special
juvenile court [i-o] was abolished by the Family District Court Actt, amamended]
(former Article 1926a, Vernon's Texas Civil Statutes), but formerly served as judge of a
court abolished by that Act.
(c) A member may establish credit under this section by depositing with the retirement

system a contribution in an amount, except as provided by Subsection (f) [1 4his-seatio],
computed at the rate of six percent of the state salary of a district judge for the member's
full tenure on the abolished court, plus interest computed at the rate of interest credited
to a person's account in the Texas County and District Retirement System for the period
of the service or, for service performed before January 1, 1968, at the rate of six percent
a calendar year.

(d) A member who establishes credit under this section forfeits all rights to benefits
based on the claimed service in the Texas County and District Retirement System, except
rights to benefits based on the amount paid by the county for the service that exceeds the
amount of state salary that would have been paid for the service.

(e) The Texas County and District Retirement System shall transfer to the retirement
system the amount credited to the member's account, whether contributed by the member
or the member's employer, plus accumulated interest, except any amount representing
contributions or interest on salary that exceeds the state salary that would have been paid
for the service.

(f) The retirement system shall credit the amount transferred by the Texas County and
District Retirement System against the member's required payment under this section.
If the total of the amount transferred and the amount paid by the member exceeds the
amount required by this section, the retirement system shall leave the excess in the
general revenue fund.

(g) The amount of contributions credited in the retirement system to a member who
establishes credit under this section is the amount that the member would have contribut-
ed as a district judge at the time the service was performed.
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CHAPTER 834 [44]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 834.001 [44,00-]. TYPES OF BENEFITS

Sec. 8S4.002 [44.02]. APPLICATION FOR RETIREMENT

Sec. 884.003 [44,00]. CERTIFICATION BY CHIEF JUSTICE

Sec. 884.004 [44.004]. INELIGIBILITY FOR BENEFITS

[Sections 884.005-834.100 [44 006-44400] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS

Sec. 884.101 [44A0]. ELIGIBILITY FOR SERVICE RETIREMENT ANNUITY

Sec. 834.102 [44402]. SERVICE RETIREMENT ANNUITY

Sec. 834.108 [4440]. OPTIONAL SERVICE RETIREMENT ANNUITY

[Sections 884.104-884.200 [44404-44,200] reserved for expansion]

SUBCHAPTER C. DISABILITY RETIREMENT BENEFITS

Sec. 834.201 [4420]. ELIGIBILITY FOR DISABILITY RETIREMENT ANNUITY

Sec. 884.202 [44,2]. INFORMATION ABOUT PHYSICAL INCAPACITY

Sec. 834.208 [44.203]. DISABILITY RETIREMENT ANNUITY

[Sections 834.204-834.400 [44404-4430] reserved for expansion]

SUBCHAPTER D. DEATH BENEFITS

Sec. 884.301 [44=J]. SELECTION OF DEATH BENEFIT PLAN BY MEMBER

Sec. 884,302 [44A2]. SELECTION OF DEATH BENEFIT PLAN BY
SURVIVOR OF MEMBER

Sec. 834.303 [44.303]. RETURN OF CONTRIBUTIONS

Sec. 834.804 [44.304]. RETURN OF EXCESS CONTRIBUTIONS

CHAPTER 834. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 834.001 [44=]. TYPES OF BENEFITS. The types of benefits payable by the
retirement system are:

(1) service retirement benefits;

(2) disability retirement benefits; and

(3) death benefits.
Sec. 834.002 [44C2]. APPLICATION FOR RETIREMENT. A member may apply for

service or disability retirement by filing an application for retirement with the board of
trustees before the date the member wishes to retire.

Sec. 834.003 [4403]. CERTIFICATION BY CHIEF JUSTICE. An annuity may not
be paid under this subtitle until the chief justice of the supreme court certifies to the
comptroller of public accounts and to the board of trustees that the applicant for the
annuity is entitled to it.

Sec. 834.004 [44A4]. INELIGIBILITY FOR BENEFITS. An annuity that is based on
service of a member who is removed from judicial office by impeachment, or otherwise
for official misconduct, may not be paid under this subtitle.

699

Ch. 179, § 1



71st LEGISLATURE-REGULAR SESSION

[Sections 884.005-834.100 [44006-4400] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS

Sec. 884.101 [4440-]. ELIGIBILITY FOR SERVICE RETIREMENT ANNUITY. (a)
A member is eligible to retire and receive a base service retirement annuity if the
member:

(1) is at least 65 years old, currently holds a judicial office, and has at least 10 years
of service credited in the retirement system, the most recently performed of which was
for a continuous period of at least one year;

(2) is at least 65 years old and has at least 12 years of service, continuous or
otherwise, credited in the retirement system, regardless of whether the member
currently holds a judicial office; or

(3) has at least 20 years of service credited in the retirement system, the most
recently performed of which was for a continuous period of at least 10 years,
regardless of whether the member currently holds a judicial office.
(b) A member who meets service requirements provided by Subsection (a)(1) or (a)(2) [of

th4.-s se.tin] is eligible to retire and receive a service retirement annuity actuarially
reduced as provided by Section 894.102(d) [44.109(d) 9o this 4btitle] from the standard
service retirement annuity, if the member is at least 60 years old.

(c) A member's resignation from a judicial office before applying for an annuity does
not make the member ineligible for the annuity unless the member applies for an annuity
under Subsection (a)(1) [0].

Sec. 884.102 [44402]. SERVICE RETIREMENT ANNUITY. (a) The base service
retirement annuity is an amount equal to 50 percent of the state salary, as adjusted from
time to time, being paid a judge of a court of the same classification as the court on which
the retiree last served before retirement.

(b) The retirement system shall increase by 10 percent of the amount of the applicable
state salary under Subsection (a) or (d) [of .this sctio], the annuity of a member who on
the effective date of retirement has not been out of judicial office for more than one year.

(d) The service retirement annuity of a person qualifying for retirement under Section
884.101(b) [44.101(b) of this subtitle] is an amount computed as a percentage of the state
salary, as adjusted from time to time, being paid a judge of a court of the same
classification as the court on which the retiree last served before retirement, according to
the following schedule:

age at retirement percentage of state salary
at least 60 but less than 61 40 percent
at least 61 but less than 62 41,7 percent
at least 62 but less than 63 43.6 percent
at least 63 but less than 64 45.6 percent
at least 64 but less than 65 47.7 percent

Sec. 894.108 [44403]. OPTIONAL SERVICE RETIREMENT ANNUITY. (a) Instead
of a service retirement annuity payable under Section 884.102 [44..02 of this subtitlo], a
retiring member may elect to receive an optional service retirement annuity, payable
throughout the life of the retiree and actuarially reduced, under tables adopted by the
board of trustees, from the annuity otherwise payable to its actuarial equivalent.

(b) Optional service retirement annuities available to a retiring member are those
available to retiring members of the Employees Retirement System of Texas under
Section 814.108(c) [24 108(4o) of Subtitle C of this4 ttl].

(c) A person may apply for an optional service retirement annuity by filing an
application for the annuity with the retirement system before the 31st day after the date
of the person's retirement.
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(d) The computation of an optional service retirement annuity must include the ages of
the retiring member and the member's designated beneficiary at the time of the member's
retirement.

[Sections 884.104-834.200 [44104-44200] reserved for expansion]

SUBCHAPTER C. DISABILITY RETIREMENT BENEFITS

Sec. 834.201 [4420Z]. ELIGIBILITY FOR DISABILITY RETIREMENT ANNUITY.
(a) A member is eligible, regardless of age, to retire from regular active service for
disability and receive a disability retirement annuity if the member has at least seven
years of service credit in the retirement system.

(b) A member otherwise eligible may not receive a disability retirement annuity unless
the chief justice of the supreme court certifies that the member is mentally or physically
incapacitated for the further performance of regular judicial duties.

(c) A disability retirement annuity may be denied on the ground that a claimed physical
incapacity is caused by or results from an intemperate use of alcohol or narcotic drugs.

Sec. 834.202 [4420]. INFORMATION ABOUT PHYSICAL INCAPACITY. (a) A
member who applies for retirement because of physical incapacity shall file with the
supreme court written reports by two physicians licensed to practice medicine in this
state, fully reporting the claimed physical incapacity.

(b) The chief justice of the supreme court may appoint a physician licensed in this state
to make any additional medical investigation the court finds necessary.

Sec. 834.203 [44.=0]. DISABILITY RETIREMENT ANNUITY. (a) Except as pro-
vided by Subsection (b) or (c) [e].thissetion), a disability retirement annuity is an amount
computed as provided by Section 884.102 [44. 102 of this su-btit].

(b) The amount of a disability retirement annuity is not reducible because of the age of
the retiring member but may be increased as provided by Section 884.102(b) [444020)
thim-subtie], if applicable.

(c) Instead of a disability retirement annuity computed as provided by Section 834.102
[44.102 of this u-bti-tl], a retiring member may elect to receive an optional disability
retirement annuity payable as provided by Section 834.103 [44.103 of -thi bt.it.o].

(d) A disability retirement annuity is payable for the duration of the retiree's disability.
If a retiree who has selected an optional disability retirement annuity dies while receiving
the annuity, the annuity is payable throughout the life of the retiree's designated
beneficiary or for a guaranteed period after the date of retirement, depending on the
option selected.

[Sections 884.204-834.300 [44.204-44,0] reserved for expansion]

SUBCHAPTER D. DEATH BENEFITS

Sec. 8 4.301 [44301]. SELECTION OF DEATH BENEFIT PLAN BY MEMBER. (a)
A contributing member who has at least 10 years of service credit in the retirement
system, or a noncontributing member who has at least 12 years of service credit, may
select a death benefit plan for the payment, if the member dies before retirement, of a
death benefit annuity to one or more persons designated by the member. Death benefit
annuities available for selection by a member described in this subsection are the optional
annuities provided by Sections 814.108(c)(1) and (c)(4) [24.108 l,) and 9410Be,4) -of
subt-tle C of this title].

(b) A member who meets the requirements of Section 814.301(b) [294 301(b) of Subtitle C
of thi .it..] may select a death benefit plan under that subsection. Section 814.301(c)
[94.301 () of Subi.t, Ca of this title] applies to a death benefit plan selected by a member
in applicable circumstances.

(c) The computation of a death benefit annuity must include the ages of the member
and of the member's designated beneficiary at the time of the member's death.
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(d) A member may select a death benefit plan by filing an application for a plan with
the board of trustees on a form prescribed by the board. After selection, a death benefit
plan may take effect at death unless the member amends the plan, selects a retirement
annuity at the time of the member's retirement, or becomes ineligible to select a plan.

(e) A death benefit annuity is payable beginning on the day after the date the member
dies,

Sec. 834.802 [44,302]. SELECTION OF DEATH BENEFIT PLAN BY SURVIVOR
OF MEMBER. (a) If a member eligible to select a death benefit plan under Section
884,801(a) [44.301(a) of this subtitle] dies without having made a selection, the member's
surviving spouse may select a plan in the same manner as if the member had made the
selection. If there is no surviving spouse, the personal representative of the decedent's
estate may make the selection.

(b) If a person dies who meets the description in Section 814.802(b) [24,302b)--
Subtitle C of this title], the person's surviving spouse or the guardian of surviving minor
children may select a death benefit plan under that subsection.

See. 884.808 [44.=]. RETURN OF CONTRIBUTIONS. (a) Except as provided by
Subsection (c) [of .this- ootio.], if a member dies before retirement, the amount of the
member's contributions to the retirement system is payable as a lump-sum death benefit.

(b) The benefit provided by this section is payable to a person designated by the
member in a signed document filed with the board of trustees. If a member does not
designate a beneficiary, the benefit is payable to the member's estate.

(c) A death benefit may not be paid under this section if a death benefit annuity has
been selected as provided by Section 884.801 [44.=] or 884,.802 [44.02 of this subtitle].

Sec. 884.804 [44.W4]. RETURN OF EXCESS CONTRIBUTIONS. (a) Except as pro-
vided by Subsection (c) [o -this e.tion], if a person dies after retirement, a lump-sum
death benefit is payable in an amount, if any, by which the retiree's contributions to the
retirement system on the date of retirement exceed the amount of annuity payments
made before the retiree's death.

(b) The benefit provided by this section is payable to the retiree's designated benefi-
ciary. If a retiree dies without having designated a beneficiary, the benefit is payable to
the person entitled to distribution of the decedent's estate, if that person or the personal
representative of the decedent's estate claims the benefit before the second anniversary
of the decedent's death.

(c) A death benefit may not be paid under this section if an optional retirement annuity
has been selected as provided by Section 884.108 [44403] or 884.208 [44203-of-this
subtitle].
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CHAPTER 835 [45]. ADMINISTRATION

SUBCHAPTER A. POWERS AND DUTIES

Sec. 835.001 [4500]. GENERAL ADMINISTRATION

Sec. 835.002 [45002]. RULEMAKING

Sec. 835.003 [45003]. DEPOSIT OF CERTAIN FUNDS

[Sections 835.004-835.100 [45004-4540] reserved for expansion]

SUBCHAPTER B. CONTRIBUTIONS

Sec. 885.101 [4540"]. MEMBER CONTRIBUTIONS

Sec. 835.102 [45102]. STATE CONTRIBUTIONS

Sec. 885.103 [4540]. CONTRIBUTIONS FOR SENIOR DISTRICT COURT JUDGES

CHAPTER 885 [45]. ADMINISTRATION

SUBCHAPTER A. POWERS AND DUTIES

Sec. 835.001 [45.00]. GENERAL ADMINISTRATION. The board of trustees of the
Employees Retirement System of Texas is responsible for the general administration and
operation of the retirement system.

Sec. 835.002 [45.002]. RULEMAKING. Subject to the limitations of this subtitle, the
board of trustees may adopt rules and provide for forms as it finds necessary for the
administration of the retirement system.

Sec. 885.003 [45.00]. DEPOSIT OF CERTAIN FUNDS. (a) The retirement system
shall deposit membership fees paid as required by Section 832.002 [42.002 of this subtitle]
in the expense fund of the Employees Retirement System of Texas, to compensate for the
costs of administering this retirement system.

(b) The retirement system shall deposit in the general revenue fund all other amounts
paid to the system.

[Sections 835.004-835.100 [45.04-450] reserved for expansion]

SUBCHAPTER B. CONTRIBUTIONS

Sec. 835.101 [4540]. MEMBER CONTRIBUTIONS. (a) Each month the payroll of-
ficer responsible for paying the state compensation of a judicial officer who is a member
of the retirement system shall deduct from the state compensation of the judicial officer a
contribution computed at the rate required of a member of the employee class of the
Employees Retirement System of Texas.

(b) Contributions deducted as provided by this section are deposited in the general
revenue fund, where they are subject to appropriation as are other amounts in the fund.

Sec. 885.102 [45402]. STATE CONTRIBUTIONS. The legislature is obligated to ap-
propriate the amount of money necessary to administer this subtitle for each fiscal year.

Sec. 835.103 [45403]. CONTRIBUTIONS FOR SENIOR DISTRICT COURT
JUDGES. Contributions for members appointed under Subchapter C of Chapter 75
[Chapter. 578, Aets of the 68th Legislature, Regular. Sesion, 1983 (Article 900e, Vernn's
Tmil,; Ciil Statutes),] are as provided by Section 75.113 [Subsetions (d) and (Q of
So..-o. 9 of that Act.

Ch. 179, § 1



71st LEGISLATURE-REGULAR SESSION

SUBTITLE E [Q. JUDICIAL RETIREMENT SYSTEM OF TEXAS PLAN TWO

CHAPTER 886 [1]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 836.001 [4UOJ]. DEFINITIONS

Sec. 886.002 [ZLhO2]. PURPOSE OF SUBTITLE

Sec. 886.008 [ZOO0]. RETIREMENT SYSTEM

Sec. 886.004 [Z4L004]. EXEMPTION FROM EXECUTION

Sec. 886.005 [L,0]. POWERS AND PRIVILEGES

Sec. 886.006 [A7.006]. DIVERSION OF MONEY PROHIBITED

[Sections 836.007-886.100 [Z,007.-4.00] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

Sec. 886.101 [7440]. CONVERSION OF MONEY; FRAUD

Sec. 886.102 [7402]. PENALTIES

SUBTITLE E [I]. JUDICIAL RETIREMENT SYSTEM OF TEXAS PLAN TWO

CHAPTER 886 [(74]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 886.001 [74,00]. DEFINITIONS. In this subtitle:
(1) "Accumulated contributions" means the total of amounts in a member's individual

account in the retirement system, including:
(A) amounts deducted from the compensation of the member;
(B) other member deposits re.uired to be placed in the member's individual

account; and
(C) interest credited to amounts in the member's individual account.

(2) "Annuity" means an amount of money payable in monthly installments for life or
for another period as provided by this subtitle.

(3) "Board of trustees" means the entity given responsibility under Section 840.001
[75.001 of this subtitlo] for the administration of the retirement system.

(4) "Executive director" means the person appointed under Section 815.202 [25,.02."f
tlia titlo].

(5) "Judicial officer" means a person who presides over a court or a commission to a
court named in Section 887.001 [72.001 f this subtitle] and who has never been a
member of the Judicial Retirement System of Texas or the Judicial Retirement System
of Texas Plan One.

(6) "Medical board" means the entity designated under Section 840.202 [(75202-of this

(7) "Retiree" means a person who receives from the retirement system an annuity
based on service that was credited to the person.

(8) "Retirement system" means the Judicial Retirement System of Texas Plan Two.
(9) "Service credit" means the amount of membership, military, and equivalent

membership service ascribed by the retirement system to a person and for which the
person has made required contributions.

(10) "Supreme court" means the Supreme Court of Texas.
(11) "Compensation" includes amounts by which a member's salary is reduced under

a salary reduction agreement authorized by Article 6252-3d, Revised Statutes.
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See. 886.002 [71U00M]. PURPOSE OF SUBTITLE. The purpose of this subtitle is to
establish a program of benefits for members, retirees, and other beneficiaries of the
retirement system and to establish rules for the management and operation of the
retirement system.

Sec. 836.003 [==l.08]. RETIREMENT SYSTEM. The retirement system is an entity of
the state. The Judicial Retirement System of Texas Plan Two is the name in which all its
business shall be transacted and all its property held.

Sec. 836.004 [71A04]. EXEMPTION FROM EXECUTION. All annuity and other ben-
efit payments from the retirement system, contribution refunds, and rights accrued or
accruing under this subtitle to any person are exempt from garnishment, attachment,
state and local taxation, levy, sale, and any other process and are unassignable.

Sec. 836.005 [U4.05]. POWERS AND PRIVILEGES. The retirement system has the
powers, privileges, and immunities of a corporation, as well as the powers, privileges, and
immunities conferred by this subtitle.

Sec. 836.006 [4406]. DIVERSION OF MONEY PROHIBITED. Except as provided
by Sections 840.101(b) and 840.305(c) [Subeetion (b) of Seat-on 251 and Subooton (,)
of _ S --on 75.305 of th.' sutil_-_], no part of the money contributed to the retirement
system under Section 840.102 [Sections4 50O] or 840.104 [75.104 of this subtitle] and no
part of the contribution described by [Subdivision (2) of..ub ..,to n b .f] Section
840.103(bX2) [75.103 of this subtitle] may be used for or diverted to any purpose other
than the exclusive benefit of members, their beneficiaries, and annuitants of the retire-
ment system.

[Sections 836.007-836.100 [Z7-444W] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

Sec. 836.101 [1441U]. CONVERSION OF MONEY; FRAUD. (a) A person commits
an offense if the person knowingly or intentionally confiscates, misappropriates, or
converts money representing deductions from a member's salary either before or after
the money is received by the retirement system.

(b) A person commits an offense if the person knowingly or intentionally makes a false
statement or falsifies or permits to be falsified any record of the retirement system in an
attempt to defraud the retirement system.

(c) A member commits an offense if the member accepts as a salary money that the
member knows should have been deducted as provided by this sibtitle from the "ember's
salary.

Sec. 836.102 [U.4412]. PENALTIES. (a) An offense under [Swwtion- a o-. (a) SJ
Section 836.101(a) or (c) [4!.101 of this subtitle] is punishable in the manner provided by
Section 31.03, Penal Code, for the punishment of the offenses included in that section.

(b) An offense under [Subscon b)-41 Section 836.101(b) [71.101 of this subtitle] is
punishable in the manner provided by Section 37.10, Penal Code, for the punishment of
the offenses included in that section.
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CHAPTER 887 [72]. MEMBERSHIP

SUBCHAPTER A. MEMBERSHIP

Sec. 887.001 [72,00]. ELIGIBILITY FOR MEMBERSHIP

Sec. 837.002 [72,002]. TERMINATION OF MEMBERSHIP

Sec. 837.003 [72.003]. WITHDRAWAL OF CONTRIBUTIONS

[Sections 8,7.004-837.100 [ 2 ] reserved for expansion]

SUBCHAPTER B. RESUMPTION OF JUDICIAL SERVICE BY RETIREE

Sec. 837.101 [72401]. JUDICIAL ASSIGNMENT

Sec. 837.102 [72402]. RESUMPTION OF FULL-TIME JUDICIAL SERVICE

CHAPTER 887 [721. MEMBERSHIP

SUBCHAPTER A. MEMBERSHIP

Sec. 887.001 [720]. ELIGIBILITY FOR MEMBERSHIP. (a) Except as provided
by Subsection (b) [of]this .eetioi], membership in the retirement system is limited to
persons who have never been eligible for membership in the Judicial Retirement System
of Texas or the Judicial Retirement System of Texas Plan One and who at any time on or
after the effective date of this Act are judges, justices, or commissioners of:

(1) the supreme court;
(2) the court of criminal appeals;
(3) a court of appeals;
(4) a district court; or
(5) a commission to a court specified in this subsection.

(b) Except as provided by Section 887.101 [72.901 of this cubtitle], membership in the
retirement system includes persons who are appointed under Subchapter C of Chapter 75
[Chapter 578, Acts of the 68th Legislaturoe, Regular Soeion, 1983 (Articlo 900G, Verno'
Texas Civil Statutes),] and who have never been members of the Judicial Retirement
System of Texas or the Judicial Retirement System of Texas Plan One. A member
appointed under that Act is a judicial officer for purposes of this subtitle.

(c) Membership in the retirement system is mandatory for eligible persons.
(d) Membership in the retirement system begins on the first day an eligible person

holds a judicial office specified in Subsection (a) [of-this-soetion].
Sec. 887.002 [72002]. TERMINATION OF MEMBERSHIP. A person's membership

in the retirement system is terminated by:
(1) death of the person;

(2) retirement based on service credited in the retirement system;
(3) withdrawal of all of the person's accumulated contributions; or
(4) transfer of the person's accumulated contributions under [Subs

Section 840.401() [75.40! of this subtitle].

See. 837.003 [7200]. WITHDRAWAL OF CONTRIBUTIONS. (a) If a member re-
signs a judicial office or otherwise ceases to be a judicial officer, the member may
withdraw all of the member's accumulated contributions in the retirement system.

(b) A withdrawal of contributions cancels the person's service credit in the retirement
system and terminates the person's rights to benefits based on the credit.

(c) A member initiates a withdrawal of contributions by filing an application for a
refund with the retirement system.
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(d) Deposits representing interest or membership fees that are required of a member to
establish service credit under Section 838.102 [73402] or 838.103 [73.103 of this Bubtitl]
are not refundable.

[Sections 837.004-837.100 [724M4-72440] reserved for expansion]

SUBCHAPTER B. RESUMPTION OF JUDICIAL SERVICE BY RETIREE

Sec. 837.101 [72441]. JUDICIAL ASSIGNMENT. A retiree who makes an election
under Subchapter C of Chapter 74 [Chapter 156, Acts of tha 40th Legislature, RegularSes-son, 1927 (Artile 200a, Y.mon's Texas Civil St.tutes),] or who is appointed under
Subchapter C of C'hapter 75 [Chapter 578, Acate of the N8th Legislature, Regular Session,
1993 (Artiele 200e, Vernon's Texas Civil St wmte),] may not rejoin or receive credit in the
retire ment system for the period of an appointment or for any service performed under
assignment.

See. 837.102 [724]. RESUMPTION OF FULL-TIME JUDICIAL SERVICE. (a) A
retiree who resumes service as a judicial officer other than by appointment or assignment
described in Section 837.101 [729.01 ef thia-.btitse] may not rejoin or receive credit in the
retirement system for the resumed service.

(b) The retirement system shall suspend annuity payments to a retiree who resumes
service described by this section. A suspension of payments begins on the date a retiree
takes the oath of office and ends on a date when:

(1) the retiree no longer holds the office; and
(2) the retiree, or the retiree's beneficiary if the retiree has died, has applied to the

retirement system for resumption of payments.
(c) Time during which annuity payments are suspended as provided by this section does

not reduce the number of months payments are to be made under an optional benefit plan
providing for a specific amount of benefits for a guaranteed number of months after
retirement. I

(d) Before a retiree takes the oath of office for a position as a judicial officer other than
under appointment or assignment described by Section 887.101 [72.101 of this subtitle],
the retiree shall notify the retirement system in writing of the resumption of office and
the projected dates of service.

CHAPTER 838 [74]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

See. 888.001 [73=]. TYPES OF CREDITABLE SERVICE

[Sections 888.002-838.100 [73002-7400] reserved for expansion]

SUBCHAPTER B. ESTABLISHMENT OF SERVICE

See. 838.101 [="-04]. CURRENT SERVICE

See. 838.102 [7402]. SERVICE CREDIT PREVIOUSLY CANCELED

Sec. 838.108 [790]. MILITARY SERVICE

Sec. 838.104 [73404]. SERVICE ON DOMESTIC RELATIONS OR
SPECIAL JUVENILE COURT

CHAPTER 838 [73]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

See. 888.001 [72 001]. TYPES OF CREDITABLE SERVICE. The types of service
creditable in the retirement system are:

(1) membership service;
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(2) military service; and
(3) equivalent membership service.

[Sections 888.002-888.100 [73402-4340] reserved for expansion]

SUBCHAPTER B. ESTABLISHMENT OF SERVICE

Sec. 888.101 [73401]. CURRENT SERVICE. Membership service is credited in the
retirement system for each month in which a member holds a judicial office and for which
the member makes the required contribution.

Sec. 888.102 [73402]. SERVICE CREDIT PREVIOUSLY CANCELED. If a person
who has withdrawn contributions to the retirement system and canceled service credit
under Section 887.008 [72.9 003f this subtitlo] subsequently rejoins the retirement system,
the member may not become eligible for retirement benefits from the retirement system
unless the person redeposits with the system the amount withdrawn, plus all membership
fees due, plus interest computed on the basis of the state fiscal year at an annual rate of
five percent from the date of withdrawal to the date of redeposit. Payment under this
section reestablishes the service credit canceled by the refund.

Sec. 838.108 [73403]. MILITARY SERVICE. (a) An eligible member may establish
service credit in the retirement system for military service performed that is creditable in
the retirement system.

(b) A member eligible to establish military service credit is one who:
(1) currently contributes to the retirement system;
(2) has at least eight years of service credit in the retirement system;
(3) does not receive and is not eligible to receive federal retirement payments based

on 20 years or more of active federal military duty or its equivalent; and
(4) has been released from military duty under conditions not dishonorable.

(c) Military service creditable in the retirement system is active duty federal military
service performed during a time that the United States is or was engaged in armed
conflict. The board of trustees by rule shall determine the periods recognized for
purposes of this subtitle as times of armed conflict.

(d) A member may not establish more than 48 months of service credit in the
retirement system for military service.

(e) A member may establish credit under this section by depositing with the retirement
system in a lump sum a contribution computed for each month of military service claimed
at the rate of six percent of the member's current monthly state compensation, plus, if the
member does not establish the credit before the first anniversary of the date of first
eligibility, interest computed on the basis of the state fiscal year at an annual rate of 10
percent from the date of first eligibility to the date of deposit.

(f) The state shall contribute for each month of military service established under this
section an amount computed on the basis of the member's current monthly state
compensation at the rate of state contribution, as provided by [S c Section
840.108(a) [75.103 of this subtitle], for the fiscal year in which the credit is established.

(g) The board of trustees may require members applying for credit under this section to
submit any information the board considers necessary to enable it to determine eligibility
for credit, amount of service, or amounts of required contributions.

(h) The retirement system shall use military service credit in computing death benefits
and in determining eligibility to select an optional death benefit plan.

(i) The retirement system shall use military service credit in computing service or
disability retirement benefits only if the member has, without military service credit,
enough service credit to entitle the member to retire for service or disability, as
applicable.

Sec. 888.104 [73404]. SERVICE ON DOMESTIC RELATIONS OR SPECIAL JUVE-
NILE COURT. (a) An eligible member may establish equivalent membership service
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credit in the retirement system for service performed as judge of a domestic relations or
special juvenile court.

(b) A member eligible to establish credit under this section is one who [ases s- r]
served as judge:

(1) of a domestic relations or special juvenile court on the date that the court [is-"]
was abolished by the Family District Court Act (former Article 1926a, Vernon's Texas
Civil Statutes); or

(2) of a district or appellate court on the date that a domestic relations or special
juvenile court [i-] was abolished by the Family District Court Act (former Article
1926a, Vernon's Texas Civil Statutes), but formerly served as judge of a court abolished
by that Act.

(c) A member may establish credit under this section by depositing with the retirement
system a contribution in an amount, except as provided by Subsection (f) [oithis section],
computed at the rate of six percent of the state salary of a district judge for the member's
full tenure on the abolished court, plus interest computed at the rate of interest credited
to a person's account in the Texas County and District Retirement System for the period
of the service or, for service performed before January 1, 1968, at the rate of six percent
a calendar year.

(d) A member who establishes credit under this section forfeits all rights to benefits
based on the claimed service in the Texas County and District Retirement System, except
rights to benefits based on the amount paid by the county for the service that exceeds the
amount of state salary that would have been paid for the service.

(e) The Texas County and District Retirement System shall transfer to the retirement
eystem the amount credited to the member's account, whether contributed by the member
or the member's employer, plus accumulated interest, except any amount representing
contributions or interest on salary that exceeds the state salary that would have been paid
for the service.

(f) The retirement system shall credit the amount transferred by the Texas County and
District Retirement System against the member's required payment under this section.
If the total of the amount transferred and the amount paid by the member exceeds the
amount required by this section, the retirement system shall leave the excess in the
retirement system trust fund.

(g) The amount of contributions credited in the retirement system to a memoer who
establishes credit under this section is the amount that the member would have contribut-
ed to the retirement system, the Judicial Retirement System of Texas, or the Judicial
Retirement System of Texas Plan One as a district judge at the time the service was
performed.
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CHAPTER 839 [74]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 889.001 [74,0]. TYPES OF BENEFITS

Sec. 839.002 [74,002]. APPLICATION FOR RETIREMENT

Sec. 889.003 [74=O03]. INELIGIBILITY FOR BENEFITS

[Sections 839.004-889.100 [Z4,004-440] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS

Sec. 889.101 [4O 4]. ELIGIBILITY FOR SERVICE RETIREMENT ANNUITY

Sec. 8S9.102 [Z4402]. SERVICE RETIREMENT ANNUITY

Sec. 839.103 [44O3]. OPTIONAL SERVICE RETIREMENT ANNUITY

Sec. 889.104 [74,04]. LIMITATION ON SERVICE RETIREMENT ANNUITY

[Sections 839.105-839.200 [q445-742] reserved for expansion]

SUBCHAPTER C. DISABILITY RETIREMENT BENEFITS •

Sec. 839.201 [74,20=]. ELIGIBILITY FOR DISABILITY RETIREMENT ANNUITY

Sec. 889.202 [74,202]. DISABILITY REPORTS

Sec. 839.203 [Z12]. DISABILITY RETIREMENT ANNUITY

[Sections 899.204-889.800 [74,204-74,=] reserved for expansion]

SUBCHAPTER D. DEATH BENEFITS

Sec. 839.301 [74=30-]. SELECTION OF DEATH BENEFIT PLAN BY MEMBER

Sec. 839.802 [UM 32]. SELECTION OF DEATH BENEFIT PLAN BY
SURVIVOR OF MEMBER

Sec. 839.308 [(74,3]. MEMBER DEATH BENEFITS GENERALLY

Sec. 839.304 [Z4,84]. RETURN OF EXCESS CONTRIBUTIONS

Sec. 839.805 [74,M05]. RETURN OF EXCESS CONTRIBUTIONS

[Sections 839.306-839.400 [74,30C44OO] reserved for expansion]

SUBCHAPTER E. INCREASES IN BENEFITS

Sec. 839.-401 [U,.4AO"]. ANNUITY INCREASE AFTER DEATH OR RETIREMENT

CHAPTER 839 [4]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 839.001 [74,0"]. TYPES OF BENEFITS. The types of benefits payable by the
retirement system are:

(1) service retirement benefits;
(2) disability retirement benefits; and
(3) death benefits.

Sec. 839.002 [7U02]. APPLICATION FOR RETIREMENT. (a) A member may ap-
ply for service or disability retirement by filing an application for retirement with the
board of trustees.

(b) An application for a service retirement annuity may not be made:
(1) after the date the member wishes to retire; or
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(2) more than 90 days before the date the inember wishes to retire.
See. 839.003 [74.003]. INELIGIBILITY FOR BENEFITS. An annuity that is based on

service of a member who is removed from judicial office by impeachment, or otherwise
for official misconduct, may not be paid under this subtitle.

[Sections 839.004-839.100 [!7444440] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS

Sec. 839.101 [744O]. ELIGIBILITY FOR SERVICE RETIREMENT ANNUITY. (a)
A member is eligible to retire and receive a service retirement annuity if the member:

(1) is at least 65 years old, currently holds a judicial office, and has at least 10 years
of service credited in the retirement system, the most recently performed of which was
for a continuous period of at least one year;

(2) is at least (5 years old and has at least 12 years of service, continuous or
otherwise, credited in the retirement system, regardless of whether the member
currently holds a judicial office; or

(3) has at least 25 years of service credited in the retirement system, the most
recently performed of which was for a continuous period of at least 10 years,
regardless of whether the member currently holds a judicial office.
(b) A member who meets service requirements provided by [Subdivision (1) or (9) of]

Subsection (a)(1) or (a)(2) [of-this-edia] is eligible to retire and receive a service
retirement annuity actuarially reduced as provided by [Subsee*,on (e) el Section
839.102(c) [74.102 of this subtitle] from the standard service retirement annuity, if the
member is at least 60 years old.

(c) A member's resignation from a judicial office before applying for an annuity does
not make the member ineligible for the annuity unless the member applies for an annuity
under [Subdivisin ()-o] Subsection (a)(1) [of this seeti.n].

Sec. 839.102 [74402]. SERVICE RETIREMENT ANNUITY. (a) Except as provided
by Subsections (b) and (c) [ef this setion], the standard service retirement annuity is an
amount computed on the basis of the member's average monthly compensation for the 36
highest months of compensation during the last 60 months of service, multiplied by
one-twelfth of three percent for each month of service that is credited in the retirement
system.

(b) The standard service retirement annuity may not be more than 60 percent of the
average monthly compensation computed under Subsection (a) [ef-this-seetion].

(c) The standard service retirement annuity of a person qualifying for retirement under
[Subsee*ion (b) e Section 839.101(b) [7.101 of this subtitle] is an amount computed as
provided by Subsection (a) [of-this-section], reduced by one-third of one percent for each
whole or partial calendar month that occurs during the period from the date of retirement
to the date of the retiree's 65th birthday, including the months that contain the dates of
retirement and birthday.

Sec. 839.103 [74AO3]. OPTIONAL SERVICE RETIREMENT ANNUITY. (a) Instead
of a service retirement annuity payable under Section 839.102 [74.102 of this subtitle], a
retiring member may elect to receive an optional service retirement annuity provided by
the board of trustees or one of the following optional service retirement annuities,
actuarially reduced to an actuarially equivalent value and consisting of:

(1) an annuity payable during the retiring member's life and continuing after death in
the same amount, throughout the life of one person designated by the retiring member
before retirement;

(2) an annuity payable during the retiring member's life and continuing after death in
an amount equal to one-half of the amount payable during the retiring member's life,
throughout the life of one person designated by the retiring member before retirement;

(3) an annuity payable for the greater of the rest of the retiring member's life or 60
months; or
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(4) an annuity payable for the greater of the rest of the retiring member's life or 120
months.
(b) An annuity selected under [Subd-i.sion (3) or (4) of] Subsection (a)(3) or (a)(4) [of

this-sction] that is payable after the retiring member's death shall be paid to one or more
persons designated by the retiring member before or after retirement or, if no person has
been designated or all designees die before all payments are made, to the retiree's estate.

(c) A person may apply for an optional service retirement annuity by filing an
application for the annuity with the retirement system before the date of the person's
retirement.

(d) The computation of an optional service retirement annuity payable throughout the
life of a named individual must include the age of that individual.

(e) An optional service retirement annuity may not provide that more than 50 percent of
the value of the annuity, as determined at the time of retirement, be used to provide a
benefit to a person other than the person on whose service the annuity is based.

Sec. 839.104 [4404]. LIMITATION ON SERVICE RETIREMENT ANNUITY. (a)
In this section, "annual benefit" means a benefit payable annually in the form of a
straight life annuity, without taking into account the value of any ancillary benefit or any
portion of the benefit derived from member contributions.

(b) Except as provided by Subsections (c), (d), (e), (g), and (i) [of thi & .etin], the annual
benefit payable under Section 889.102 [4402] or 839.103 [74.103 of this subtit!e] to a
retiring member may not exceed the lesser of:

(1) $90,000; or
(2) 100 percent of the member's average annual state compensation, computed by

taking into account only the member's state compensation for the consecutive 36-month
period during which the member was contributing and had the greatest aggregate
compensation from the state as a judge, justice, or commissioner of a court described in
Section 887.001 [72.001 of this subtitle].
(c) If payment of a benefit under Section 839.102 [74402] or 839.108 [744!03-of this

subtites] begins when the retiring member is at least 55 years old but less than 62 years
old, the limitation in [Sudivision(1)of] Subsection (b)(1) [o4-tis-seotoo] is the greater of:

(1) $75,000; or
(2) the actuarial equivalent of $90,000, beginning at age 62.

(d) If payment of a benefit under Section 839.102 [4402] or 839.103 [744039of -this
sWbtit] begins when the retiring member is less than 55 years old, the limitation in
[Subdis.o..n (1) of] Subsection (b)(1) [of-this sotioa] is the greater of:

(1) the actuarial equivalent of $75,000, beginning at age 55; or
(2) the actuarial equivalent of $90,000, beginning at age 62.

(e) If payment of a benefit under Section 839.102 [74.42] or 839.103 [74403-of-this
sAUbtitl] begins when the retiring member is at -least 66 years old, the limitation in
[Subd.sion (1) of] Subsection (b)(1) [o1 this- et] is the actuarial equivalent of $90,000,
beginning at age 65.

(f) The interest rate assumption used to determine actuarial equivalence under Subsec-
tion (c) or (d) [o--thia-setio] is the greater of five percent or the rate used to determine
actuarial equivalence for other purposes of the retirement system, and the interest rate
assumption used to determine actuarial equivalence under Subsection (e) [ohis section]
is the lesser of five percent or the rate used to determine actuarial equivalence for other
purposes of the retirement system.

(g) The board of trustees by rule shall adjust the dollar limitations included in
[Si-bd!-.sion4 (1) of] Subsection (b)(1) and Subsections (c), (d), and (e) [of-this-sotion] to
conform to adjustments made by the federal Commissioner of Internal Revenue to the
dollar limitations under Section 415, [fedwral] Internal Revenue Code of 1986 (26 US. C.
Section 415).

(h) An increase in a benefit payable under Section 839.102 [74402] or 839.103 [74403-of
this -subtite] that takes effect after the date payment of the benefit has begun may not
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result in payment of an annual benefit that exceeds the member's average annual state
compensation, as computed under [Subivision ()-fl Subsection (b)(2) [of-thi4eetio],
multiplied by a fraction, the numerator of which is the dollar limitation under Section
415(b)(1)(A), [federal] Internal Revenue Code of 1986 (26 US. C. Section 415), as adjusted
under Section 415(d) of that code, and the denominator of which is $90,000.

(i) If a benefit becomes payable to a retiring member who has less than 10 years of
service credit in the retirement system, the retirement system shall apply to that benefit,
instead of the limitations included in Subsections (b), (c), (d), and (e) [ofthi&-sootion],
limitations computed by reducing the amounts of the limitations in Subsections (b), (c), (d),
and (e) by a fraction, the numerator of which is the number of years of the person's
service credit and the denominator of which is 10.

[Sections 839.105-839.200 [74.05-74M] reserved for expansion]

SUBCHAPTER C. DISABILITY RETIREMENT BENEFITS

Sec. 889.201 [7420]. ELIGIBILITY FOR DISABILITY RETIREMENT ANNUITY.
(a) A member is eligible, regardless of age, to retire from regular active service for
disability and receive a disability retirement annuity if the member has at least seven
years of service credit in the retirement system.

(b) A member otherwise eligible may not receive a disability retirement annuity unless
the chief justice of the supreme court and the medical board certify that the member is
mentally or physically incapacitated for the further performance of regular judicial
duties.

(c) A disability retirement annuity may be denied on the ground that a claimed physical
incapacity is caused by or results from an intemperate use of alcohol or narcotic drugs.

Sec. 839.202 [74,202]. DISABILITY REPORTS. (a) A member who applies for retire-
ment because of physical incapacity shall file with the retirement system and the chief
justice of the supreme court written reports by two physicians licensed to practice
medicine in this state, fully reporting the claimed physical incapacity.

(b) The retirement system shall refer an application for disability retirement to the
medical board for its recommendations. The medical board may require an applicant to
submit any additional information it considers necessary tci enable it to make its
recommendations.

(c) The chief justice of the supreme court may direct the retirement system to employ a
physician under Section 840.208 [75.203 of this subtitle] or may direct the medical board to
require additional information under Subsection (b) [of-this-seaotio].

Sec. 889.208 [74.203]. DISABILITY RETIREMENT ANNUITY. (a) Except as pro-
vided by Subsection (b) or (c) [-ithis ection], a disability retirement annuity is an amount
computed as provided by Section 889.102 [74.102 of this eubtitle].

(b) The amount of a disability retirement annuity is not reducible because of the age of
the retiring member.

(c) Instead of a disability retirement annuity computed as provided by Section 839.102
[74.109 of 'hi -ubtitlo], a retiring member may elect to receive an optional disability
retirement annuity payable as provided by Section 889.103 [7..103 of thie eubtile].

(d) A disability retirement annuity is payable for the duration of the retiree's disability.
If a retiree who has selected an optional disability retirement annuity dies while receiving
the annuity, the annuity is payable throughout the life of the retiree's designated
beneficiary or for a guaranteed period after the date of retirement, depending on the
option selected.
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[Sections 889.204-889.800 [74.204-44.4SO] reserved for expansion]

SUBCHAPTER D. DEATH BENEFITS

See. 889.301 [U,=]. SELECTION OF DEATH BENEFIT PLAN BY MEMBER. (a)
An eligible member may select a death benefit plan for the payment of a death benefit
annuity, to be paid if the member dies before retirement. Except as provided by
Subsections (d) and (e) [ofthis sootion], a death benefit annuity is an amount computed, in
the manner provided under Sections 839.102(a) and (b) [Subseotion (a) and (b) of S.tin
7..402 of this subtitle] for computation of a standard service retirement annuity, as if the
member had retired on the date of death and payable, beginning on the day after the date
of the member's death, in one of the following ways:

(1) throughout the life of one person designated by the member; or

(2) to one or more persons designated by the member, for a period of 120 months.

(b) A member eligible to select a death benefit plan is one who:

(1) is a contributing member and has at least 10 years of service credit in the
retirement system;

(2) is a noncontributing member and has at least 12 years of service credit in the
retirement system; or

(3) has a total of at least 20 years of service credit in retirement systems adminis-
tered by the board of trustees.

(c) If a member who has qualified under [Subdivi.'sion ()-of Subsection (b)(1) [of-this
seotion] and has selected a death benefit plan ceases to be a contributing member before
death and does not qualify under [Subdi.'sion (2) or (3) of] Subsection (b)(2) or (b)(8) [of
this-setiem], the selection of a plan is voided.

(d) The retirement system shall, under tables adopted by the board of trustees as
provided by Section 840.005 [75.005 of thie ubtitlo], actuarially reduce the amount of a
death benefit annuity payable under this section for the difference between the member's
age on the date of death and age 65, if the member dies before attaining that age.

(e) The computation of a death benefit annuity selected under [Subdivision (1) of]
Subsection (a)(1) [o "thiq- stion] must include the age of the designated recipient.

(f) A member may select a death benefit plan by filing an application for a plan with
the board of trustees on a form prescribed by the board. After selection, a death benefit
plan takes effect at death unless the member amends the plan, selects a retirement
annuity at the time of retirement, or has chosen a plan that cannot take effect or unless
the selection is voided under Subsection (c) [of-4Uit&eoto].

Sec. 839.302 [4=32]. SELECTION OF DEATH BENEFIT PLAN BY SURVIVOR
OF MEMBER. If a member eligible to select a death benefit plan under Section 889.801
[74.301 of this subtitle] dies without having made a selection or if a plan selected cannot
be made effective, the member's surviving spouse may select a plan in the same manner
as if the member had made the selection. If there is no surviving spouse, the personal
representative of the decedent's estate may make the selection.

Sec. 889.303 [43]. MEMBER DEATH BENEFITS GENERALLY. (a) Except as
provided by Subsection (c) [oe this sootion], if a contributing member dies, a lump-sum
death benefit is payable from the retirement system in an amount computed at the rate of
five percent of the amount in the member's individual account at the time of death times
the number of full years of service credit the member had at the time of death.

(b) The benefit provided by this section is payable to a person designated by the
member in a signed document filed with the retirement system. If a member does not
designate a beneficiary or if the beneficiary does not survive the member, the benefit is
payable to the member's estate.
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(c) A death benefit may not be paid under this section if, at the time of death, the
member was eligible to select a death benefit annuity under Section 889.301 [r 4.04-th's_ subtitle].

Sec. 889.804 [74,304]. RETURN OF CONTRIBUTIONS. (a) Except as provided by
Subsection (c) [9f-thi etioni], if a member dies before retirement, the amount of the
member's accumulated contributions is payable as a lump-sum death benefit.

(b) The benefit provided by this section is payable to a person designated by the
member in a signed document filed with the board of trustees. If a member does not
designate a beneficiary, the benefit is payable to the member's estate.

(c) A death benefit may not be paid under this section if, at the time of death, the
member was eligible to select a death benefit annuity under Section 889.801 [4.301 of

Sec. 839.805 [74,05]. RETURN OF EXCESS CONTRIBUTIONS. (a) Except as pro-
vided by Subsection (c) [of thi-seotion], if a person dies after retirement, a lump-sum
death benefit is payable in an amount, if any, by which the retiree's contributions to the
retirement system on the date of retirement exceed the amount of annuity payments
made before the retiree's death.

(b) The benefit provided by this section is payable to the retiree's designated benefi-
ciary. If a retiree dies without having designated a beneficiary, the benefit is payable to
the person entitled to distribution of the decedent's estate if that person or the personal
representative of the decedent's estate claims the benefit before the second anniversary
of the decedent's death.

(c) A death benefit may not be paid under this section if an optional retirement annuity
has been selected as provided by Section 889.108 [74403] or 839.203(c) [(
Sct.on 74.202 of this subtitle].

[Sections 839.306-839.400 [74,306-74400] reserved for expansion]

SUBCHAPTER E. INCREASES IN BENEFITS

Sec. 889.401 [U44A0]. ANNUITY INCREASE AFTER DEATH OR RETIREMENT.
(a) Except as provided by Subsections (b) and (e) [ei-this-seetion], on the first day of
each fiscal year, the retirement system shall increase the amounts of annuities that are
payable by the system to a retiree, to the survivor of a retiree, or to the survivor of a
deceased member.

(b) The retirement system may not increase under this section the amount of an
annuity unless the retirement or death on which the annuity is based occurred before the
first day of the preceding fiscal year.

(c) The legislature may appropriate money from the general revenue fund [Gneral
Ravaneo id] to pay the costs of increasing the amounts of annuities under this section.
On the first day of each fiscal year, the state comptroller of public accounts shall transfer
to the retirement system any money appropriated for the fiscal year for the purpose of
this section.

(d) If the amount of money appropriated for a fiscal year is insufficient to finance the
rate of increase in annuities specified in the Act making the appropriation or if the Act
fails to specify a rate of increase, the board of trustees shall set the rate as the rate that
the amount of money appropriated will finance for the duration of the annuities payable
to those persons entitled to receive an increase in annuities under this section.

(e) If an appropriation is not made for a fiscal year for the purpose of this section, the
retirement system may not increase under this section the amount of annuities for that
year.
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CHAPTER 840 [74]. ADMINISTRATION

SUBCHAPTER A. POWERS AND DUTIES

See. 840.001 [75,00]. GENERAL ADMINISTRATION
Sec. 840.002 [7-5,00,]. RULEMAKING

Sec. 840.008 [7&-500]. ADMINISTERING SYSTEM ASSETS
Sec. 84a0.00o4 [M5,04]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS

Sec. 840.005 [75,005]. ADOPTING TABLES AND RATES
Sec. 840.006 [75006]. RECORDS OF BOARD OF TRUSTEES

Sec. 840.007 [7-O0]. REPORT
Sec. 840.008 [7-5,008]. CORRECTION OF ERRORS

Sec. 840.009 [7-5,009]. CHANGE BY GOVERNOR'S EXECUTIVE ORDER
[Sections 840.010-840.100 [7 5.0-75,1400] reserved for expansion]

SUBCHAPTER B. COLLECTION OF MEMBERSHIP FEES AND
CONTRIBUTIONS; APPROPRIATIONS

Sec. 840.101 [754U]. COLLECTION OF MEMBERSHIP FEES
See. 840.102 [7-5=02]. COLLECTION OF MEMBER CONTRIBUTIONS

Sec. 840.108 [7540]. COLLECTION OF STATE CONTRIBUTIONS
Sec. 840.104 [(75404]. COLLECTION OF CONTRIBUTIONS FOR SENIOR

DISTRICT COURT JUDGES
[Sections 840.105-840.200 [q5405-45,200] reserved for expansion]

SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES
Sec. 840.201 [74,201]. LEGAL ADVISER
Sec. 840.202 [7-5,202]. MEDICAL BOARD

Sec. 840.203 [(75,03]. OTHER PHYSICIANS
Sec. 840.204 [75.204]. ACTUARY

Sec. 840.205 [7505]. FINANCIAL AND INVESTMENT SERVICES
Sec. 840.206 [7"5200]. STATE TREASURER

Sec. 840.207 [75,207]. COMPENSATION OF EMPLOYEES;
PAYMENT OF EXPENSES

Sec. 840.208 [7-5,208]. SURETY BONDS
Sec. 840.209 [75.209]. INTEREST IN INVESTMENT PROFITS PROHIBITED

[Sections 840.210-840.800 [7 =5.2045300] reserved for expansion]
SUBCHAPTER D. MANAGEMENT OF ASSETS
Sec. 840.801 [75.301]. INVESTMENT OF ASSETS

Sec. 840.302 ["5302]. RESTRICTIONS ON INVESTMENTS
Sec. 840.808 [7,303]. DUTY OF CARE
Sec. 840.804 [7-5,304]. CASH ON HAND

Sec. 840.805 [75,305]. ESTABLISHMENT OF FUND AND ACCOUNTS
Sec. 840.806 [75306]. INTEREST RATE

[Sections 840.807-840.400 [7-5075 ] reserved for expansion]
SUBCHAPTER E. MISCELLANEOUS ADMINISTRATIVE PROCEDURES
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Sec. 840.401 [q5.401]. TRANSFER OF ACCUMULATED CONTRIBUTIONS IN
CERTAIN CIRCUMSTANCES

Sec. 840.402 [75402]. RETIREMENT SYSTEM RECORDS

Sec. 840.408 [75.403]. REPRODUCTION AND PRESERVATION OF RECORDS

Sec. 840.404 [75.404]. BUDGET AND ACTUARIAL INFORMATION

CHAPTER 840 [5]. ADMINISTRATION

SUBCHAPTER A. POWERS AND DUTIES

Sec. 840.001 [750]. GENERAL ADMINISTRATION. (a) The board of trustees of
the Employees Retirement System of Texas, as provided by Subchapter A of Chapter 815
[95 of thi - title], is responsible for the general administration and operation of the
retirement system.

(b) The executive director shall recommend to the board of trustees actuarial and other
services required to transact the business of the retirement system.

(c) Annually, the executive director shall prepare an itemized budget showing the
amount required to pay the retirement system's expenses for the following fiscal year
and shall submit the budget to the board of trustees for review and adoption.

Sec. 840.002 [75002]. RULEMAKING. Subject to the limitations of this subtitle, the
board of trustees may adopt rules and provide for forms it considers necessary for the
administration of the retirement system.

Sec. 840.008 [q003]. ADMINISTERING SYSTEM ASSETS. (a) All assets of the
retirement system shall be credited to the trust fund provided by Section 840.805 [75.05
of this subtte]. The board of trustees shall administer all assets of the retirement
system. The board is the trustee of the system's assets.

(b) The board of trustees may acquire, hold, manage, purchase, sell, assign, trade,
transfer, and dispose of any security, evidence of debt, or other investment in which the
retirement system's assets may be invested.

Sec. 840.004 [75004]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS. The
board of trustees shall file with the state comptroller of public accounts a duly attested
copy of a board resolution that designates the authorized representatives, as provided by
this chapter, who have authority to sign vouchers for payment from the funds adminis-
tered by the board of trustees.

Sec. 840.005 [7505]. ADOPTING TABLES AND RATES. The board of trustees by
rule shall adopt interest rates and mortality, service, and other tables the board considers
necessary for the retirement system after considering the results of the actuary's
investigation of the mortality, service, and compensation experience of the system's
members and beneficiaries.

Sec. 840.006 [75.006]. RECORDS OF BOARD OF TRUSTEES. The board shall keep a
record of all of its proceedings. Records of the board are open to public inspection.

Sec. 840.007 [75,M00]. REPORT. Annually, the retirement system shall publish a
report containing the following information:

(1) the retirement system's fiscal transactions of the preceding fiscal year;

(2) the amount of the system's accumulated cash and securities; and

(3) the balance sheet showing the financial condition of the system for the preceding
fiscal year.
Sec. 840.008 [75.008]. CORRECTION OF ERRORS. If an error in the records of the

retirement system results in a person receiving more or less money than the person is
entitled to receive under this subtitle, the retirement system shall correct the error and so
far as practicable shall adjust future payments so that the actuarial equivalent of the
benefit to which the person is entitled is paid.
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Sec. 840.009 [7,M9]. CHANGE BY GOVERNOR'S EXECUTIVE ORDER. (a) Ex-
cept as provided by Subsection (b) [oi thiss-ection], the governor by executive order may
alter or suspend a provision of this subtitle or impose a new provision applicable to the
retirement system on a subject included in this subtitle if the governor finds that the
change is necessary to protect tax qualification of the retirement system under Section
401(a), [fderal] Internal Revenue Code of 1986 (26 U.S. C. Section 401).

(b) The governor may not take any act-bn under this section that makes necessary
additional contributions to the retirement system by the state or members of the system.

(c) The governor's findings, including a brief description of the reason for the findings,
must be included in the text of an order issued under this section.

(d) An executive order issued under this section expires on the September 1 that
follows the next regular session of the legislature that begins after the date the order is
issued, unless an earlier date is specified in the order or unless the governor rescinds the
order before that time.

[Sections 840.010-840.100 [7.010-75 10 ] reserved for expansion]

SUBCHAPTER B. COLLECTION OF MEMBERSHIP FEES AND
CONTRIBUTIONS; APPROPRIATIONS

Sec. 840.101 [74"]. COLLECTION OF MEMBERSHIP FEES. (a) Each member
annually shall pay a membership fee of $10. A contributing member shall pay the fee
with the member's first contribution to the retirement system in each fiscal year in the
manner provided by Section 840.102 [.502] or 840.104 [75.104 of this. -subtitle] for
payment of the member's contributions to the retirement system.

(b) If the membership fee is not paid with the member's first contribution of the year to
the retirement system, the board of trustees may deduct the amount of the fee from that
contribution or from any benefit to which the member becomes entitled.

(c) If the legislature appropriates, on behalf of each contributing member for any fiscal
year, a membership fee in an amount equal to or greater than the membership fee
required by Subsection (a) [o this setion], the members are not required to pay the
membership fee for that year.

(d) The retirement system shall deposit membership fees in an account to be used for
defraying costs of administering the retirement system.

Sec. 840.102 [76402]. COLLECTION OF MEMBER CONTRIBUTIONS. (a) Each
payroll period, a judicial officer who is a member of the retirement system is required to
contribute six percent of the officer's state compensation for the period to the retirement
system.

(b) The payroll officer responsible for paying the state compensation of a member of
the retirement system required by this section to make a contribution shall:

(1) make the required deductions from the member's state compensation;

(2) certify to the board of trustees the amounts deducted from the member's state
compensation;

(3) transmit monthly, or at the time designated by the board of trustees, a certified
copy of the payroll or report to the retirement system; and

(4) pay the deducted amounts to the retirement system for deposit in the trust fund
of the system.

(c) To facilitate the making of deductions, the board of trustees may modify a
member's required deductions by an amount that does not exceed one-tenth of one
percent of the annual compensation on which the deductions are made.

(d) The retirement system shall record all receipts of member contributions and shall
credit the receipts to the appropriate account.
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(e) The deductions required by this section shall be made even if the member's state
compensation is reduced below the amount equal to the minimum compensation provided
by law.

(f) By becoming a member of the retirement system, a member consents to the
deductions required by this section. The payment of state compensation less those
deductions is a complete release of all claims, except benefits provided by this subtitle, for
services rendered by the member during the payment period.

Sec. 840.103 [-54O]. COLLECTION OF STATE CONTRIBUTIONS. (a) During
each fiscal year, the state shall contribute to the retirement system an amount equal to a
percentoge of the aggregate state compensation of all contributing members of the
retirement system for that year, as provided by [Subdivision (!H)-o.] Subsection (b)(1) [of
W141-sOR].

(b) Before November 2 of each even-numbered year, the retirement system shall certify
to the Legislative Budget Board [legialative budget board] and to the budget division of
the governor's office for review:

(1) an actuarial valuation of the retirement system to determine the percentage of
annual payroll required from the state to finance fully the retirement system without
any unfunded liability;

(2) an estimate of the amount necessary to pay the state's contribution under
Subdivision (1) [of this oubsetion] for the following biennium; and

(3) as a separate item, an estimate of the amount, in addition to anticipated receipts
from membership fees, required to administer the retirement system for the following
biennium.
(c) The amount certified under [Subdivision 9 4 Subsection (b)(2) [of-this-seatiea] shall

be includied in the budget of the state that the governor submits to the legislature. The
legislature may appropriate money to pay administrative costs of the retirement system.

(d) Before September 1 of each year, the retirement system shall certify to the state
comptroller of public accounts and to the state treasurer [Stte-Tr4ease] an estimate of
the amount necessary to pay the state's contribution under Subsection (a) [0f-thiasetin]
for the following fiscal year.

(e) All money allocated and appropriated by the state to the retirement system for
benefits provided by the retirement system shall be paid, based on the annual estimate of
the retirement system, in monthly installments to the retirement system. The money
required for state contributions shall be from money appropriated to pay the compensa-
tion of the member for whose benefit the contribution or fee is paid. If the total of the
estimated required payments is not equal to the total of the actual payments required for
a fiscal year, the retirement system shall certify to the state comptroller of public
accounts and the state treasurer [State Uasursr] at the end of that year the amount
required for necessary adjustments, and the state treasurer [State Usasarer] shall make
the required adjustments.

See. 840.104 [7-A54]. COLLECTION OF CONTRIBUTIONS FOR SENIOR DIS-
TRICT COURT JUDGES. Contributions for members appointed under Subchapier C of
Chapter 75 [Chapter 578, Acts of the 68th Legiolature, Regular. Session, 1983 (Alo
.00, V..rn.n's Texas .i.il Sttutes),] are as provided by Section 75.113 [Sbsections-(d)
and (f) of SRection 9 of that Aet],

[Sections 840.105-840.200 [74405-7&=] reserved for expansion]

SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES

Sec. 840.a201 [75,]. LEGAL ADVISER. The attorney general of the state is the
legal adviser of the board of trustees. The attorney general shall represent the board in
all litigation.

Sec. 840.202 [ ,T02]. MEDICAL BOARD. (a) The board of trustees shall designate
a medical board composed of three physicians.
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(b) To be eligible to serve as a member of the medical board, a physician must be
licensed to practice medicine in the state and be of good standing in the medical
profession. A physician who is eligible to participate in the retirement system may not be
a member of the medical board.

(c) The medical board shall report in writing to the chief justice of the supreme court its
conclusions and recommendations on all matters referred to it.

See. 840.208 [75,2W3]. OTHER PHYSICIANS. The board of trustees may employ
physicians in addition to the medical board to report on special cases.

See. 840.204 [g5,204]. ACTUARY. (a) The board of trustees shall designate an actu-
ary.

(b) An actuary employed under this section must be a fellow of the Society of
Actuaries, a member of the American Academy of Actuaries, or an enrolled actuary under
the [federal] Employee Retirement Income Security Act of 1974 (2.9 U.S.C. Section 1001
et seq.).

(c) At least once every five years the actuary, under the direction of the board of
trustees, shall make an actuarial investigation of the mortality, service, and compensation
experience of the members and beneficiaries of the retirement system.

(d) On the basis of tables adopted by the board of trustees under Section 840.005
[75.005 of this &ubtitle], the actuary shall make a valuation of the assets and liabilities of
the retirement system's funds annually.

(e) The actuary shall perform such other duties as are required by the board of
trustees.

Sec. 840.205 [75,205]. FINANCIAL AND INVESTMENT SERVICES. The board of
trustees may employ persons, either as full-time employees or as independent contractors,
to assist the board in investing assets of the retirement system, in evaluating investments
or investment services, or in otherwise managing financial operations of the retirement
system.

Sec. 840.206 [75,20]. STATE TREASURER. (a) The state treasurer [544& ,aa-
ff] is the custodian of the securities, bonds, and funds of the retirement system.

(b) The state treasurer [ ] shall pay money from the trust fund of the
retirement system on warrants drawn by the state comptroller of public accounts
supported on vouchers signed by the executive director and the chairman of the board of
trustees or their authorized representatives.

(c) The state treasurer [ T ] annually shall furnish to the board of trustees
a sworn statement of the amount of the retirement system's assets in the treasurer's
custody.

Sec. 840.207 [75,20-]. COMPENSATION OF EMPLOYEES; PAYMENT OF EX-
PENSES. (a) The board of trustees shall compensate all persons whom it employs and
shall pay all expenses necessary to operate the retirement system at rates and in amounts
approved by the board. Those rates and amounts may not exceed those paid for the same
or similar service for the state.

(b) The board of trustees shall pay compensation and expenses required by Subsection
(a) [(o-this-sootion] from an appropriate account of the retirement system.

Sec. 840.208 [U.208]. SURETY BONDS. (a) The state treasurer [State Treasurer]
shall give a surety bond in the amount of $50,000.

(b) The executive director shall give a surety bond in an amount, determined by the
board of trustees, of not less than $25,000.

(c) The board of trustees may require any trustee or employee of the board to give a
surety bond in an amount determined by the board. The bond is conditioned on the
bonded person's faithful execution of the duties of the person's office.

(d) All surety bonds must be:
(1) made with a commercially sound and solvent surety company that is authorized to

do business in the state;
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(2) made payable to the board of trustees; and
(3) approved by the board of trustees and the attorney general of the state.

(e) The board of trustees shall pay from an appropriate account all expenses for the
execution of a bond under this section, including premiums.

Sec. 840.209 [7209]. INTEREST IN INVESTMENT PROFITS PROHIBITED. Ex-
cept for an interest in retirement funds as a member of the retirement system, a trustee
or employee of the board of trustees may not have a direct or indirect interest in the gains
or profits of any investment made by the board and may not receive any pay or
emolument for services other than the person's [his -orhea] designated compensation and
authorized expenses.

[Sections 840.210-840.300 [Z540-7&=] reserved for expansion]

SUBCHAPTER D. MANAGEMENT OF ASSETS

Sec. 840.801 [(75,0-]. INVESTMENT OF ASSETS. (a) Except as provided by Sec-
tion 840.802 [75.302 of thie subtitle], the board of trustees may invest and reinvest the
retirement system's assets, under the standard of care provided by Section 840.303
[75.303 of this subtitle], in the following: (1) bonds, notes, or other evidences of
indebtedness, whether general or specific obligations, whose principal and interest are
guaranteed by the United States, an agency of the United States, the state, or any
political subdivision of the state;

(2) equipment and other property that is used in administering the retirement system;
(3) corporate bonds, corporate notes, and other evidences of indebtedness of a

corporation if the corporation was created or exists under the laws of a state or the
United States; and

(4) common and preferred stocks of companies incorporated within the United States
that have paid cash dividends for 10 consecutive years immediately before the date of
purchase and, unless the stocks are bank or insurance stocks, that are listed on an
exchange registered with the Securities and Exchange Commission or its successor.

(b) The board of trustees shall:
(1) invest the assets of the retirement system as a single fund without distinction as

to their source; and
(2) hold securities purchased with the assets collectively for the proportionate benefit

of all accounts of the system established under [Sussten (b)-4] Section 840.305(b)
[75. 305 of this subtitle].
See. 840.302 [7.5,302]. RESTRICTIONS ON INVESTMENTS. (a) The board of trust-

ees may not invest in the stock of one corporation more than one percent of the book
value of the total assets of the retirement system.

(b) The retirement system may not own more than five percent of the voting stock of
one corporation.

(c) At any particular time, 25 percent or more of the book value of the assets of the
retirement system must be invested in government securities described by [Subdiiioin (1)
of suhreoion (a) of] Section 840.301(a)(1) [75.30! of this eubtitle].

Sec. 840.303 [7 303]. DUTY OF CARE. In making investments for the retirement
system, the board of trustees shall exercise the judgment and care, under the circum-
stances prevailing at the time of the investment, that persons of ordinary prudence,
discretion, and intelligence exercise in the management of their own affairs, not in
speculation but when making a permanent disposition of their funds, considering the
probable income from the disposition and the probable safety of their capital.

Sec. 840.304 [75.304]. CASH ON HAND. (a) The board of trustees shall keep a
sufficient amount of cash on hand to make payments as they become due each year under
the retirement system.
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(b) Thq amount of cash on hand may not exceed 10 percent of the total amount in the
funds of the retirement system on deposit with the state treasurer [State Trourer].

Sec. 84a0.305 [7&05]. ESTABLISHMENT OF FUND AND ACCOUNTS. (a) A trust
fund for the Judicial Retirement System of Texas Plan Two is established in the state
treasury [State Treasur].

(b) The board of trustees may establish such accounts for money in the trust fund of
the retirement system as it considers necessary, in addition to members' individual
accounts, for the administration of the system. All assets of the retirement system are
creditable, according to the purpose for which they are held, to an appropriate account.

(c) The retirement system may transfer assets from one account to another, except
from one member's individual account to another's, to pay benefits and administrative
expenses as needed.

Sec. 84a0.306 [7.5,306]. INTEREST RATE. (a) Interest on money in a member's indi-
vidual account in the retirement system is earned monthly and is computed at the rate of
five percent a year on the mean balance of the member's account for the fiscal year.

(b) Unless an account is closed before the last day of the fiscal year, interest is
computed for the fiscal year and is credited to the member's account as of the last day of
the fiscal year.

(c) If an account is closed before the last day of the fiscal year, interest is computed for
the following period:

(1) if the account is closed because of death, from the first day of the fiscal year
through the last day of the month that preceded the month in which the member's
death occurred;

(2) if the account is closed by withdrawal of accumulated contributions, from the first
day of the fiscal year through the last day of the month that precedes the month in
which the withdrawal request is validated by the retirement system; or

(3) if the account is closed because of retirement, from the first day of the fiscal year
through the effective date of retirement.

[Sections 840.307-840.a400 [75407-74 ] reserved for expansion]

SUBCHAPTER E. MISCELLANEOUS ADMINISTRATIVE PROCEDURES

Sec. 84a0.401 [q-540]. TRANSFER OF ACCUMULATED CONTRIBUTIONS IN
CERTAIN CIRCUMSTANCES. (a) Except as provided by Subsection (b) [oi this.setion],
if a valid application for payment based on money or credit in a member's individual
account in the retirement system is not filed with the retirement system before the
expiration of five years after the last day of the most recent month of service for which
the member has credit in the retirement system, the retirement system shall mail a notice
to the member at the member's most recent address as shown on system records. If no
address is available or if the notice is returned unclaimed, the retirement system shall
cause a notice to be published in a newspaper of general circulation in the state.

(b) This section does not apply to an account of a member who has enough service
credit in the retirement system to enable the member to retire at an attained age.

(c) A notice under this section must include the name of the member, the name of the
court or commission on which the member most recently acquired service credit, a
statement that the member is entitled to a payment of money, and a statement of the
procedure for keeping the member's account open or claiming a payment.

(d) Before the 31st day after the day a notice is mailed or published under this section,
whichever is later, an application must be filed with the retirement system:

(1) by the member, requesting that the account be kept open; or
(2) by the member or, if the member has died, by any other person entitled to

payment based on the member's account, requesting payment based on money or credit
in the account.
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(e) If a valid application is made as provided by [Sudiision ()-of] Subsection (d)(2) [of
this setieu], the retirement system shall pay the applicant any benefit to which the
applicant is entitled.

(f) If a valid application is not made as provided by Subsection (d) [othis- sectie], the
retirement system shall cancel the service credit in the member's account, transfer the
accumulated contributions in the account to an appropriate account, and close the
member's account.

(g) Except as provided by Subsection (j) [of-thie seotion], if a person files with the
retirement system a valid application for payment based on a closed account the
accumulated contributions of which have been transferred under Subsection (f) [of-"
seotien], the retirement system shall reopen the member's individual account, reinstate in
the account the amount transferred and credit canceled, and pay any benefit to which the
applicant is entitled.

(h) Except as provided by Subsection (j) [ef-this-segtien], if a person whose accumulated
contributions have been transferred under Subsection (f) [oifthis-seetion] again becomes a
member, the retirement system shall reinstate in the member's active individual account
in the retirement system the amount transferred and credit canceled.

(i) Except as provided by Subsection (j) [ef-this-seotion ], if a person whose accumulated
contributions have been transferred under Subsection (f) [o-this-eootion] would be eligible
to receive a benefit from the retirement system under Chapter 808 [13 of this title] were
the person's account not closed, the person may file with the retirement system an
application for retirement, and the retirement system shall Ireopen the person's account
and reinstate the canceled credit for the purpose of allowing the person to retire.

(j) A payment under Subsection (g) [e-this-aeetion], a reinstatement under Subsection
(h) [of this section], or a retirement under Subsection (i) [eofthis-.e.tion] precludes action
under any other of those subsections.

(k) If a member makes an application as provided by [S-bdiAsion (1)-of Subsection
(d)(1) [of this seoton], the retirement system, after the fifth anniversary of the date the
application was filed, shall reinstitute the process provided by Subsections (a), (c), (d), (e),
and (f) [of this seetion] if disposition of money and credit in the account has not been
made before that time.

(1) The retirement system may apply the process provided by Subsections (a), (c), (d),
(e), and (f) [9ithis seetion] to other money it holds for payment if the system first
determines that no claim for the money is likely to be filed.

Sec. 840.402 [7A402]. RETIREMENT SYSTEM RECORDS. Records of members and
beneficiaries of the retirement system that are in the custody of the system are
considered to be personnel records and are required to be treated as confidential
information under Subdivision (1), [of] Subsection (a), [of] Section 3, Chapter 424, Acts of
the 63rd Legislature, Regular Session, 1973 (Article 6252-17a, Vernon's Texas Civil
Statutes).

Sec. 840.408 [75A03]. REPRODUCTION AND PRESERVATION OF RECORDS. (a)
The retirement system may photograph, microphotograph, or film any record in its
possession.

(b) If a record is reproduced under Subsection (a) [of-this.eetion], the retirement
system may destroy or dispose of the original record if the system first:

(1) places the reproduction in a conveniently accessible file; and
(2) provides for the preservation, examination, and use of the reproduction.

(c) A photograph, microphotograph, or film of a record reproduced under Subsection (a)
[ei-this sootio] is equivalent to the original record for all purposes, including introduction
as evidence in all courts and administrative agency proceedings. A duly certified or
authenticated copy of such a photograph, microphotograph, or film is admissible as
evidence equally with the original photograph, microphotograph, or film.

(d) The executive director or an authorized representative may certify the authenticity
of a photograph,, microphotograph, or film of a record reproduced under this section and
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shall charge a fee for the certified photograph, microphotograph, or film as provided by
law.

(e) Certified records shall be furnished to any person who is authorized by law to
receive them.

Sec. 840.404 [15,404]. BUDGET AND ACTUARIAL INFORMATION. The retirement
system shall keep, in convenient form, data necessary for actuarial valuation of the funds
of the retirement system and for checking the system's expenses.

SUBTITLE F. TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM

CHAPTER 841 [51]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 841.001 [51,001]. DEFINITIONS

Sec. 841.002 [51002]. PURPOSE OF SUBTITLE

Sec. 841.008 [54=]. RETIREMENT SYSTEM

Sec. 841.004 [51.004]. POWERS AND PRIVILEGES

Sec. 841.005 [51005]. ACTION FOR ACCOUNTING

Sec. 841.006151006]. EXEMPTION FROM EXECUTION

Sec. 841.007 [5L=00]. REDUCTION OF ANNUITY PAYMENTS ON REQUEST

Sec. 841.008 [51008]. APPLICATIONS BY, AND PAYMENTS TO, PERSONS
OTHER THAN THE MEMBER

Sec. 841.009 [51.00]. DIVORCE-DECREE PAYMENTS PROTECTED

[Sections 841.010-841.100 [5] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

Sec. 841.101 [51401]. OFFENSES; PENALTY

SUBTITLE F. TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM

CHAPTER 841 [51]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 841.001 [51 0]. DEFINITIONS. In this subtitle:
(1) "Actuarial equivalent" means a benefit that, at the time it is entered upon, has

the same present value as the benefit it replaces, based on interest and on a mortality
table recommended by the actuary and adopted by the board of trustees.

(2) "Annual compensation" means the compensation that is paid to an employee of a
participating subdivision by the subdivision that does not exceed the rate of compensa-
tion fixed by the subdivision governing body as the maximum compensation for a year
on which contributions by the employee to the retirement system may be based.

(3) "Annuity" means an amount of money payable in equal monthly installments at
the end of each month for a period determined under this subtitle.

(4) "Board of trustees" means the persons appointed under this subtitle to administer
the retirement system.

(5) "Compensation" means the payments made to an employee of a participating
subdivision by the subdivision for service, including nonmonetary compensation, the
value of which is determined by the governing body of the subdivision.

(6) "Employee" means a person who is certified by a subdivision as being employed
in, or elected or appointed to, a position or office in the subdivision that normally
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requires services from the person for not less than 900 hours a year and for which the
person is compensated by the subdivision. The term includes a person employed on a
probationary basis except as provided by Section 842.107(c) [52.107(c) of this subtitle].

(7) "Governing body" means the commissioners court of a county or, in any other
subdivision, the body that is authorized to raise and expend revenue.

(8) "Initial deposit rate" means the percentage of the annual compensation of an
employee of a participating subdivision that is required by the subdivision on the
effective date of subdivision participation in the retirement system as the rate for
employee contributions to the retirement system.

(9) "Local pension system" means a public retirement benefit program of less than
statewide scope.

(10) "Retirement" means the withdrawal from service with a retirement benefit
granted under this subtitle.

(11) "Retirement system" means the Texas County and District Retirement System.

(12) "Service" means the time a person is an employee.

(13) "Credited se,-,ice" means the number of months of prior and current service
ascribed to a member in the retirement system or included in a prior service certificate
in effect for the member.

(14) "Subdivision" means a county, a political unit that consists of all of the
geographical area of one county or of all or part of more than one county, a political
unit of a county that has taxing authority, the Texas Association of Counties, the Texas
County and District Retirement System, or a city and county that jointly operate a
city-county hospital under Chapter 383, Acts of the 48th Legislature, Regular Session,
1943 (Article 4494i, Vernon's Texas Civil Statutes), but does not include an incorporated
city or town, a school district, or a junior college district.
Sec. 841.002 [51.002]. PURPOSE OF SUBTITLE. The purpose of this subtitle is to

establish a program of benefits for members, retirees, and their beneficiaries and to
establish rules for the management and operation of the retirement system.

Sec. 841.008 [51003]. RETIREMENT SYSTEM. The Texas County and District Re-
tirement System is continued in existence and is the name by which the business of the
retirement system shall be transacted, all its funds invested, and all its cash and other
property held.

Sec. 841.004 [5.004]. POWERS AND PRIVILEGES. The retirement system has the
powers, privileges, and immunities of a corporation, as well as the powers, privileges, and
immunities conferred by this subtitle.

Sec. 841.005 [51=0]. ACTION FOR ACCOUNTING. (a) The retirement system or
the board of trustees may initiate, or cause to be initiated on its behalf, an action against
a participating subdivision, a board of the subdivision, or individual officers of the
subdivision, to compel an accounting of sums due to the retirement system or to require
the withholding and accounting of sums due from members.

(b) The venue of an action brought under this section is in either Travis County or a
county in which the subdivision is situated.

Sec. 841.006 [516]. EXEMPTION FROM EXECUTION. All retirement annuity
payments, other benefit payments, and a member's accumulated contributions are unas-
signable and are exempt from execution, garnishment, attachment, and state and local
taxation.

Sec. 841.007 [51,0=7]. REDUCTION OF ANNUITY PAYMENIS ON REQUEST. (a)
An annuitant by written request may authorize the retirement i.ystem to reduce the
annuitant's monthly payment to an amount specified in the request. In writing, the
annuitant may subsequently request the retirement system to incr ease the annuitant's
monthly payment to any specified amount that does not exceed thc amount payable if a
reduction had never been requested.
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(b) If the retirement system receives a request under Subsection (a) [f this se- tio],
the director may cause the monthly annuity payment of the requesting annuitant to be
reduced or increased as specified in the request.

(c) Any amounts by which an annuity is reduced under this section are forfeited to the
retirement system and are not recoverable by any person.

Sec. 841.008 [,OO0]. APPLICATIONS BY, AND PAYMENTS TO, PERSONS OTH-
ER THAN THE MEMBER. (a) The board of trustees may accept an application for any
benefit under this subtitle that [whi"h] is signed on behalf of the member by:

(1) a duly appointed guardian of the person and estate of the member; or

(2) a person authorized to act on [in] behalf of the member by a written power of
attorney that provides that the power is not revoked by disability of the member, except
that [&u gh] an attorney in fact may not select a benefit in which the attorney in fact is a
named beneficiary, unless the attorney in fact is the spouse of the member.

(b) If it is [be] made to appear to the director by affidavit of a duly licensed physician
that a member is not mentally capable of managing the merber's [h-o--he] own affairs
and if it is further established to the satisfaction of the diretWr that the estate of the
member is insufficient to justify the expense of guardianship, the director may make
payment of any annuity or other benefit:

(1) to the spouse of the member, as trustee for the member; or

(2) if there is [be] no spouse, to a person actually providing for the needs of and
caring for the member, as trustee for the member.

(c) The director may require proof of such facts by evidence satisfactory to the
director [him].

See. 841.009 [5,009]. DIVORCE-DECREE PAYMENTS PROTECTED. The system
and officials of the system are [shleA] not [be] liable to any person for making payments
of any benefits in accordance with the provisions of a decree of divorce in a cause in
which the member or annuitant was a party.

[Sections 841.010-841.100 [5] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

See. 84.101 [51.4]. OFFENSES; PENALTY. (a) A person commits an offense if
the person knowingly makes a false statement in a report or application to the retirement
system in an attempt to defraud the retirement system.

(b) A person commits an offense if the person knowingly makes a false certificate of an
official report to the retirement system.

(c) An offense under this section is a misdemeanor punishable by a fine of not less than
$100 nor more than $1,000, by confinement in jail for not less than 30 days nor more than
one year, or both.

Ch. 179, § 1



71st LEGISLATURE-REGULAR SESSION

CHAPTER 842 [52]. MEMBERSHIP

SUBCHAPTER A. SUBDIVISION PARTICIPATION

Sec. 842.001 [52001]. SUBDIVISION PARTICIPATION

Sec. 842.002 [52,002]. RULES FOR PARTICIPATING SUBDIVISIONS

Sec. 842.008 [52003]. ADDITIONAL MEMBERSHIP CLASSES

Sec. 842.004 [5200]. SUPPLEMENTAL DEATH BENEFITS FUND

Sec. 842.005 [52,004]. TERMINATION OF SUBDIVISION PARTICIPATION

Sec. 842.006 [52,005]. MERGER

[Sections 842.007-842.100 [52,006-52400] reserved for expansion]

SUBCHAPTER B. MEMBERSHIP

Sec. 842.101 [5240]. GENERAL MEMBERSHIP REQUIREMENT

Sec. 842.102 [52402]. ELECTION TO BECOME MEMBER

See. 842.103 [53403]. CREDIT FOR PERSON WHO ELECTS TO BECOME MEMBER

Sec. 842.104 [53404]. COUNTY HOSPITAL EMPLOYEES

Sec. 842.105 [52,W5]. STATUS AS AN EMPLOYEE

Sec. 842.106 [52406]. MULTIPLE RETIREMENT SYSTEM MEMBERSHIP

Sec. 842.107 [524-0]. EXCEPTION TO GENERAL MEMBERSHIP REQUIREMENT

Sec. 842.108 [52408]. WITHDRAWAL OF CONTRIBUTIONS

Sec. 842.109 [5240]. TERMINATION OF MEMBERSHIP

Sec. 842.110 [52440]. RESUMPTION OF SERVICE BY RETIREE

[Sections 842.111-842.200 [52444-52200] reserved for expansion]

SUBCHAPTER C. OPTIONAL MEMBERSHIP COVERAGE

Sec. 842.201 [52.204]. OPTIONAL MEMBERSHIP CLASS

Sec. 842.202 [52. ]. WAIVER OF MEMBERSHIP

Sec. 842.203 [52,20]. SUBSEQUENT ELECTION TO BECOME MEMBER

CHAPTER 842 [52]. MEMBERSHIP

SUBCHAPTER A. SUBDIVISION PARTICIPATION

Sec. 842.001 [52.001]. SUBDIVISION PARTICIPATION. (a) A subdivision, in the
manner required for official actions of the subdivision, may elect to join the retirement
system and be subject to the provisions of this subtitle.

(b) The governing body of a subdivision shall notify the board of trustees of an election
under this section before the 11th day after the date of election.

(c) A political subdivision other than a county may participate in the retirement system
only upon approval of the board of trustees of the system.

(d) Subject to the approval of the board of trustees, an electing subdivision under this
section may begin participation in the retirement system on the first day of any month
designated by the subdivision's governing body.

Sec. 842.002 [52002]. RULES FOR PARTICIPATING SUBDIVISIONS. The board of
trustees may adopt rules concerning:
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(1) notices, information, and reports the board of trustees requires from a subdivision
that elects to participate in the retirement system; and

(2) the time that a subdivision that elects to participate in the retirement system may
begin participation.
Sec. 842.003 [52003]. ADDITIONAL MEMBERSHIP CLASSES. If a class of employ-

ees becomes eligible for membership in the retirement system as a result of amendment
of this subtitle after a subdivision has elected to participate, the subdivision may include
that class as members of the retirement system on the same terms as are applicable to
employees eligible for optional coverage under Subchapter C [of--this-hmapt].

Sec. 842.004 [52=03]. SUPPLEMENTAL DEXTH BENEFITS FUND. (a) If a sub-
division is participating in the retirement system on a full-salary basis, the subdivision
may elect to participate in the supplemental death benefits fund.

(b) A subdivision that elects to participate in the fund may elect coverage providing
postretirement death benefits in addition to coverage providing in-service death benefits.

(c) Before a subdivision that has fewer than 10 employees who are members of the
retirement system is permitted to participate in the fund, the board of trustees may
require the subdivision to provide evidence that is satisfactory to the board that the
members are in good health.

(d) A subdivision that elects to participate in the fund after the operative date of the
fund may begin participation on the first day of any month after the month in which the
subdivision gives notice of its election to the board of trustees.

(e) If a subdivision has previously discontinued participation in the fund, the board of
trustees in its discretion may restrict the right of the subdivision to participate again.

Sec. 842.005 [52 004]. TERMINATION OF SUBDIVISION PARTICIPATION. (a) A
subdivision may not terminate participation in the retirement system if it has employees
who are members, but it may elect to discontinue participation in the retirement system of
nonmembers whose employment or reemployment begins after the date of an election to
discontinue.

(b) If before November 1 of any year a subdivision gives written notice of its intention
to the retirement system, the subdivision may terminate coverage under, and discontinue
participation in, the supplemental death benefits fund. A termination under this subsec-
tion is effective on January 1 of the year following the year in which notice is given.

(c) If a participating subdivision is abolished so that it no longer contributes to the
system and no other participating subdivision has assumed funding of the obligations, if a
participating subdivision elects to discontinue enrollment in the system of nonmembers
whose employment begins after the date of an election to discontinue, or if a participating
subdivision reduces the number of members in its employment by at least 80 percent from
the number of members in its employment during the preceding year and no other
participating subdivision has assumed funding of the obligations, the assets in that
subdivision's account in the subdivision accumulation fund shall be allocated under the
[fogwiag] priorities provided by this section, with the details of the allocation to be
prescribed by the board of trustees.[;]

(d) [(4)] First priority shall be given to current service credit of all members who leave
their contributions in the system. Service retirement will be allowed at age 60 regardless
of length of credited service. If the ratio of the sum of the available tangible assets and
the actuarial present value of future subdivision contributions in excess of normal costs,
if any, to the actuarial present value of current service credits is less than 1.00, then the
credits will have to be proportionally reduced. The rati) will be redetermined annually
and adjustments made as needed.

(e) [(2)] Second priority shall be given to prior service credit, prior service annuities,
multiple matching credit, and multiple matching annuities, without differentiation. If the
ratio of the sum of the available tangible assets for this priority group and the available
actuarial present value of future subdivision contributions in excess of normal costs, if
any, to the actuarial present value of benefits is less than 1.00, then the annuities and
credits will have to all be proportionally reduced. If the ratio is greater than 1.00, then
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the annuities will all have to be proportionally increased. The ratio will be redetermined
annually and adjustments made as needed.

Sec. 842.006 [52M5]. MERGER. A local pension system established for employees of
a subdivision may merge into the retirement system on conditions prescribed by the board
of trustees.

[Sections 842.007-842.100 [52,00-42400] reserved for expansion]

SUBCHAPTER B. MEMBERSHIP

Sec. 842.10i [5240]. GENERAL MEMBERSHIP REQUIREMENT. (a) Except as
otherwise provided by this subchapter, a person who is not a member becomes a member
of the retirement system if:

(1) on the date the subdivision's participation in the retirement system becomes
effective, the person is a subdivision employee;

(2) before September 1, 1987, and after the date the subdivision's participation in the
retirement system became effective, the person became a subdivision employee and was
less than 60 years old at the time of employment; or

(3) after August 31, 1987, and after the date the subdivision's participation becomes
effective, the person becomes a subdivision employee.
(b) A person to whom Subsection (a)(1) [oe thisa ootin] applies becomes a member of

the retirement system on the date the subdivision's participation becomes effective, and a
person to whom Subsection (a)(2) or (a)(3) [4 this section] applies becomes a member of
the retirement system on the first day of the person's employment. A person who
heretofore became a member pursuant to Subsection (a)(2) [ol this section] on the first
day of the month subsequent to the month of employment and who did not receive credit
for the initial month of employment may obtain credit for the month preceding the date of
membership by depositing with the system for credit to the member's [hia-orher]
individual account the amount that would have been deducted as the member contribution
had the person become a member on the date of employment.

Sec. 842.102 [52402]. ELECTION TO BECOME MEMBER. An employee of a partici-
pating subdivision who was not required to become a member of the retirement system at
the time of employment may elect to become a member by filing a written application for
membership with the person's employer and with the director. Membership begins on the
first day of the calendar month that begins after the date the application is filed.

Sec. 842.103 [52402]. CREDIT FOR PERSON WHO ELECTS TO BECOME MEM-
BER. A person who becomes a member of the retirement system under Section 842.102
[52 0- -o iAs-sabtit] may not receive credit for service performed before membership
except as provided by Section 848.102(a)(2) [53. 0 2 (a)(2 ) of thie subtitle].

Sec. 842.104 [52404]. COUNTY HOSPITAL EMPLOYEES. (a) If a county elects to
participate in the retirement system, the commissioners court of the county may elect to
deny membership to the employees of a county hospital governed by Chapter 5, Title 71,
Revised (CW] Statutes [og-TUas, 1995].

(b) After making an election under this section, the commissioners court may at any
time reverse its decision and require that county hospital employees become members on
a date fixed by order of the commissioners court.

(c) If the commissioners court reverses an election under this section and requires the
employees of a county hospital to become members of the retirement system, for the
purposes of this subtitle the employees of the county hospital comprise a separate
subdivision from other county employees.

Sec. 842.105 [52405]. STATUS AS AN EMPLOYEE. For the purposes of this subti-
tle, a person has the standing of an employee in a participating subdivision if the person:

(1) is employed in a position that normally requires services from the person for not
less than 900 hours a year by a judicial district probation department that has executed
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a contract with the participating subdivision under Article 42.12, Code of Criminal
Procedure[r-4-9C5]; or

(2) is eligible for optional membership in the retirement system under Subchapter C

Sec. 842.106 [5240N]. MULTIPLE RETIREMENT SYSTEM MEMBERSHIP. (a) Ex-
cept as provided by [in] this section, a person is not an employee eligible for membership
and is not eligible to receive credit in this retirement system for service performed that
makes a person eligible for membership or is creditable in another pension fund or
retirement system that is at least partly supported at public expense.

(b) A person may simultaneously be a member of, and receive credit for service
performed during the same period in the retirement system, the federal program
providing old age and survivors insurance, and either the Judicial Retirement System of
Texas Plan One or the Judicial Retirement System of Texas Plan Two.

Sec. 842.107 [52r=1]. EXCEPTION TO GENERAL MEMBERSHIP REQUIRE-
MENT. (a) If on the date a subdivision's participation in the retirement system becomes
effective a person has a basis of employment with the subdivision that would be violated
by a membership requirement of this subchapter, the person may elect not to become a
member of the retirement system.

(b) If a person qualified to make an election under this section has been notified that
the subdivision will begin participation in the retirement system, the person is considered
to have elected membership in the retirement system unless before the date the subdivi-
sion's participation becomes effective the person files with the governing body of the
subdivision written notice of an election not to become a member.

(c) A subdivision that was participating in the retirement system before January 1,
1987, and that had in effect before that date and continue3 to have a policy of hiring new
personnel on a probationary basis for a specified period may exclude new personnel from
membership during the probationary period but may not, for purposes of retirement
system membership, increase the length of the probationary period beyond the leng " ',)f
the period in effect on January 1, 1987. The subdivision may reduce or eliminate the
period.

Sec. 842.108 [52408]. WITHDRAWAL OF CONTRIBUTIONS. A person who is not
an employee of any participating subdivision and who has not retired may, after
application, withdraw all of the accumulated contributions credited to the person's
individual account in the employees saving fund, and the retirement system shall close the
account.

Sec. 842.109 [52409]. TERMINATION OF MEMBERSHIP. (a) A person terminates
membership in the retirement system by:

(1) death;
(2) retirement;
(3) withdrawal of all of the person's contributions while absent from service; or
(4) absence from service for five consecutive years or more either before accumulat-

ing enough credited service to enable the person to retire without additional service or
before accumulating four or more years of credited service with one or more subdivi-
sions that have adopted a program allowing retirement without additional service after
accumulation of 12 years of credited service.
(b'/ A member of the retirement system is not absent from service and continues to

accumulate membership credited service if at any time during a declared or undeclared
war involving the United States, during a conflict between the armed forces of the United
States and the armed forces of a foreign country, or before the first anniversary of the
last day of the war or conflict, the person:

(1) performs active duty service in the armed forces of the United States or their
auxiliaries;

(2) performs active duty service in the armed forces reserve of the United States or
their auxiliaries;
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(3) performs service in the American Red Cross; or

(4) is conscripted and performs war-related service.

(c) On any termination of membership in the retirement system, a person forfeits all
credited service established in the retirement system.

Sec. 842.110 [5240]. RESUMPTION OF SERVICE BY RETIREE. A person who has
retired under this subtitle because of service may not rejoin the retirement system or earn
additional retirement benefits by r'eason of subsequent employment.

[Sections 842.111-842.200 [5244-52,=00] reserved for expansion]

SUBCHAPTER C. OPTIONAL MEMBERSHIP COVERAGE

Sec. 842.201 [52,20]. OPTIONAL MEMBERSHIP CLASS. (a) The commissioners
court of a county that participates in the retirement system and that uses county funds to
pay supplemental compensation to those persons who regularly perform the duties of an
elected or appointed state or district office, who also receive compensation from the state,
may by order make those persons eligible, to the extent of the compensation paid by the
county, for membership in the retirement system.

(b) Unless membership is waived, a person who is made eligible for membership in the
retirement system under Subsection (a) [Gf this section] becomes a member on the date
specified in the order of the commissioners court.

(c) If, after the effective date of an order under Subsection (a) [of(.'tis aotion] and on
or after May 6, 1987 [the offooti'e date of the 1997 rmondment of this subsseion], a
person is employed for the first time by the county in a position described by Subsection
(a) [4-thissoot-o ], the person becomes a member of the retirement system on the date
the person's employment begins

Sec. 842.202 [5122]. WAIVER OF MEMBERSHIP. (a) A person who is eligible
under Section 842.201(a) [52.201() of this subtitle] to become a member of the retirement
system on the effective date of the commissioners court order may elect to waive
membership.

(b) The board of trustees may prescribe the form of a membership waiver under this
section, which must be in writing and filed with the director within 30 days after the date
specified in an order under Section 842.201(a) [52.201(a) of this subtitl].

Sec. 842.203 [52,203]. SUBSEQUENT ELECTION TO BECOME MEMBER. (a) A
person who has filed a waiver under Section 842.202 [52.2902 of this subtitle] may
thereafter become a member of the retirement system, if the person meets the require-
ments for membership that are applicable to new employees of the subdivision at the time
that the person applies for membership that was previously waived. Application for
membership under this section must be on a form prescribed by the board of trustees.

(b) The effective date of membership applied for under this section is the first day of
the first month after the month in which the application is filed, and no credit in the
retirement system may be given for any type of service prior to that effective date.
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CHAPTER 848 [53]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 848.001 [53.004]. TYPES OF CREDITABLE SERVICE

Sec. 848.002 [53002]. BENEFIT ELIGIBILITY BASED ON CREDITED SERVICE

Sec. 843.008 [53.003]. CREDITED SERVICE PREVIOUSLY FORFEITED

[Sections 84.004-848.100 [53,004-53.100] reserved for expansir -]
SUBCHAPTER B. ESTABLISHMENT OF PRIOR SERVICE GE. LjRALLY

Sec. 848.101 [5340]. CREDITABLE PRIOR SERVICE

Sec. 84.102 (5342]. ELIGIBILITY FOR PRIOR SERVICE

Sec. 848.108 [53403]. STATEMENT OF PRIOR SERVICE

Sec. 84.104 [53.404]. CERTIFICATION OF SERVICE AND
AVERAGE COMPENSATION

Sec. 848.105 [53405]. DETERMINATION OF ALLOCATED
PRIOR SERVICE CREDIT

Sec. 84.106 [-53. ]. PRIOR SERVICE CERTIFICATE

Sec. 84.107 [534 ]. VOID PRIOR SERVICE CERTIFICATE

[Sections 848.108-848.200 [53408-53=] reserved for expansion]

SUBCHAPTER C. OPTIONAL PRIOR SERVICE

Sec. 843.201 [5.204]. SERVICE FOR CERTAIN PUBLIC FACILITIES

Sec. 848.202 [53,202]. PRIOR MILITARY SERVICE

Sec. 843.208( 53,203]. ADJUSTMENT OF OBLIGATIONS BETWEEN
SUCCESSIVE EMPLOYERS

[Sections 848.204-848.300 [(5304-53 ] reserved for expansion]

SUBCHAPTER D. PRIOR SERVICE OF OPTIONAL MEMBERSHIP CLASS
Sec. 848.801 [530]. MEMBER FROM COUNTY WITH LOCAL PENSION SYSTEM

Sec. 848.802 [5302]. MEMBER FROM COUNTY WITHOUT
LOCAL PENSION SYSTEM

Sec. 848.808 [53.303]. MEMBER NOT ENTITLED TO PRIOR SERVICE CREDIT

Sec. 848.804 [5304]. CERTIFICATION OF SERVICE AND AVERAGE COMPENSA-
TION; DETERMINATION OF ALLOCATED LOCAL SERVICE CREDIT

[Sections 848.305-848.400 [53305-5340] reserved for expansion]

SUBCHAPTER E. ESTABLISHMENT OF CURRENT SERVICE

Sec. 843.401 [53A4]. CURRENT SERVICE GENERALLY

Sec. 843.402 (53402]. CURRENT SERVICE FOR MEMBER OF OPTIONAL CLASS

Sec. 848.408 [5340]. DETERMINATION OF CURRENT SERVICE CREDIT
AND MATCHING CREDIT

[Sections 848.404-848.500 [53.404-53.500] reserved for expansion]

SUBCHAPTER F. CURRENT SERVICE FOR LEGISLATIVE SERVICE

Sec. 848.501 [35024]. LEGISLATIVE SERVICE
[Sections 848.502-848.600 [53.502-53.600] reserved for expansion]

SUBCHAPTER G. OPTIONAL CURRENT SERVICE

Sec. 848.601 [53.0]. CURRENT SERVICE FOR MILITARY DUTY
732
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[Sections 843.602-843.700 [ ] reserved fur expansion]

SUBCHAPTER H. OPTIONAL INCREASES IN SERVICE CREDITS

Sec. 848.701 [530]. INCREASE IN PRIOR SERVICE CREDITS

Sec. 843.702 [5302]. RECOMPUTATION OF SERVICE CREDITS

Sec. 848.708 [53= 03]. INCREASE IN MULTIPLE MATCHING CREDITS

CHAPTER 848 [53]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 843.001 [53=]. TYPES OF CREDITABLE SERVICE. The types of service
creditable as credited service in the retirement system are prior service and current
service.

Sec. 8438.002 [53,002]. BENEFIT ELIGIBILITY BASED ON CREDITED SERVICE.
A member's eligibility to receive a benefit is based on credited service at the tirpe of
retirement.

Sec. 843.003 [53,003]. CREDITED SE RVICE PREVIOUSLY FORFEITED. (a) An
eligible member who has withdrawn contributions from the retirement system may
reestablish the forfeited credit in the system if the service on which the credit was based
was performed for a participating subdivision the governing body of which by order
authorizes reestablishment of the credit by eligible employee members of the subdivision.

(b) A member eligible to reestablish credit under this section is one who:
(1) was a member on the effective date of an order made under Subsection (a) [of-this

seotioi]; and
(2) has, since resuming membership, at least 24 consecutive months of service as an

employee of the subdivision for which the order was made.
(c) A member eligible under this section may reestablish credit by depositing with the

retirement system in a lump sum the amount withdrawn from the system, plus a
withdrawal charge computed at an annual rate of five percent from the date of
withdrawal to the date of redeposit.

(d) A governing body may not make an order under Subsection (a) [of t4his s.ction]
unless the actuary first determines that reestablishment of forfeited credit service would
not impair the ability of the subdivision to pay all obligations charged against its account
in the subdivision accumulation fund before the later of:

(1) the 30th anniversary of its effective date of participation; or
(2) the 30th anniversary of the date of the valuation that is the basis of the

subdivision's latest increase in benefits or coverage in accordance with Section 844.201
or 844.207 [54.201 or Soctio" 4.207 of thic subtitle].

[Sections 848.004-848.100 [=N004-53400] reserved for expansion]

SUBCHAPTER B. ESTABLISHMENT OF PRIOR SERVICE GENERALLY

Sec. 843.101 [53401]. CREDITABLE PRIOR SERVICE. Prior service creditable in
the retirement system is service performed as an employee of a participating subdivision
before the date the subdivision's participation in the retirement system became effective.

See. 848.102 [53402J. ELIGIBILITY FOR PRIOR SERVICE. (a) A member is eligi-
ble to receive credit in the retirement system fo- prior service if the member:

(1) became a member as an employee of a 'subdivision on the effective date of the
subdivision's participation in the retirement system; or

(2) became a member as an employee of a subdivision before the fifth anniversary of
the effective date of its participation and continues as an employee of the subdivision
for at least five consecutive years after reemployment.
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(b) The board of trustees may adopt rules concerning eligibility for prior service under
Subsection (a) [of this .setion].

Sec. 843.103 [53403]. STATEMENT OF PRIOR SERVICE. A member claiming credit
for prior service shall file a detailed statement of the service with the treasurer or other
disbursing officer of the subdivision for which the service was performed.

Sec. 8438.104 [53104]. CERTIFICATION OF SERVICE AND AVERAGE COMPEN-
SATION. (a) As soon as practicable after a member files a statement of prior service
under Section 843.103 [52.103 of this ubtitl], the subdivision employing the officer
receiving the statement shall verify the prior service claimed and certify to the board of
trustees the amount of service approved and the member's average prior service compen-
sation.

(b) Except as provided by Subsection (c) [f this settion], the average prior service
compensation of a member is computed as the average monthly compensation for service
performed for the subdivision:

(1) for the 36 months immediately preceding the effective date of the subdivision's
participation in the retirement system; or

(2) if the member did not perform service in each of the 36 months immediately
preceding participation, for the number of months of service within the 36-month
period.
(c) In a computation of average prior service compensation for service performed for a

subdivision whose retirement system participation began before January 1, 1978, monthly
compensation is excluded to the extent that it exceeds the lower of the following rates of
compensation:

(1) the annual compensation for member contributions as determined by the subdivi-
sion governing body at the time of its election to participate in the retirement system;
or

(2) annual compensation of $12,000.
(d) The board of trustees may adopt rules concerning verification and certification of

service and compensation under this section.
Sec. 843.105 [53405]. DETERMINATION OF ALLOCATED PRIOR SERVICE

CREDIT. (a) After receiving a certification of prior service and average prior service
compensation under Section 843.104 [53.104 of this subtitle], the board of trustees shall
determine the member's maximum and allocated prior service credits.

(b) The maximum prior service credit is an amount equal to the accumulation at
interest of a series of equal monthly amounts for the number of months of approved prior
service. Each monthly amount equals twice the subdivision's initial deposit rate, times
the member's average prior service compensation. Interest is allowed at the end of each
12-month period on an accumulated amount at the beginning of each period and is
credited only for each whole 12-month period. The rate of interest allowed on a
maximum prior service credit granted by a subdivision having an effective date of
participation in the retirement system after December 31, 1981, is three percent a year.

(c) The allocated prior service credit is the percentage of the maximum prior service
credit granted by the subdivision to all members who performed prior service for the
subdivision. The total allocated prior service credits for members claiming prior service
with the subdivision may not exceed an amount for which the prospective subdivision
contributions to the retirement system will be adequate to amortize, before the 30th
anniversary of the effective date of subdivision participation in the retirement system:

(1) all obligations charged to its account in the subdivision accumulation fund; and
(2) all basic and supplemental annuities derived from credits granted by the subdivi-

sion.
(d) Interest is earned for each whole year on an allocated prior service credit from the

effective date of membership to the effective date of retirement at the applicable rate for
the period as provided by Section 845.314 [55.313 of this subtitle].
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Sec. 843.106 [5340]. PRIOR SERVICE CERTIFICATE. (a) After determining a
member's allocated prior service credit under Section 843.105 [52.105 of thic subtitlo], the
board of trustees shall issue to the member a prior service certificate stating:

(1) the number of months of prior service credited;
(2) the average prior service compensation; and
(3) the allocated prior service credit.

(b) As long as a person remains a member, the person's prior service certificate is, for
purposes of retirement, conclusive evidence of the information it contains, except that a
member or participating subdivision may, before the first anniversary of its issuance or
modification, request the board of trustees to modify the certificate.

Sec. 843.107 [5310]. VOID PRIOR SERVICE CERTIFICATE. (a) When a person
terminates membership in the retirement system, any prior service certificate issued to
the person becomes void.

(b) A person who has terminated membership and subsequently resumes membership
in the retirement system is not entitled to credit for prior service.

[Sections 848.108-843.200 [52053,200] reserved for expansion]

SUBCHAPTER C. OPTIONAL PRIOR SERVICE

Sec. 843.201 [53,20-]. SERVICE FOR CERTAIN PUBLIC FACILITIES. (a) The
governing body of a participating subdivision by order may authorize the establishment of
prior service credit in the retirement system for service performed in a public hospital,
utility, or other public facility during a time the facility was operated by a unit of
government other than the subdivision and before:

(1) the effective date of the subdivision's participation in the retirement system, if the
facility was acquired by the subdivision before that date; or

(2) the date of acquisition of the facility, if the facility was acquired after the
effective date of the subdivision's participation in the retirement system.
(b) A member eligible to establish credit under this section after an order under

Subsection (a) [e this se-.tio-n] is one who was employed by a public facility:

(1) on the effective date of subdivision participation, for service under Subsection
(a)(1) [(]is-soetion ; or

(2) on the date of acquisition of the facility, Ior service under Subsection (a)(2) [of
this gnat"c].

(c) Credit under this section is computed and limited in the same manner as is prior
service credit of employees of other departments of the participating subdivision for
equivalent periods of service.

Sec. 843.202 [532]. PRIOR MILITARY SERVICE. (a) The governing body of a
participating subdivision may authorize the establishment of credit for prior service in the
retirement system by eligible members who have performed military service creditable as
provided by this section.

(b) Military service creditable under this section is active federal duty as a member of
the armed forces of the United States during a time that the United States is or was
engaged in organized conflict with foreign forces, whether a state of war or a police
action. A member may not establish more than 36 months of credited service under this
section for military service.

(c) A member eligible to establish credit under this section is one who:
(1) was an employee of the subdivision immediately before beginning military service;
(2) began military service without intervening employment; and
(3) returned to employment with the subdivision before the 181st day after the date

of the member's discharge or release from active military duty.
I Tex.Sess.Laws Bd.Vol. '89--17 735
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(d) The governing body of a subdivision may not authorize the establishment of
credited service under this section except on the terms provided by Section 844.201 [54,20-

Sec. 848.209 [5203]. ADJUSTMENT OF OBLIGATIONS BETWEEN SUCCESSIVE
EMPLOYERS. The governing body of a subdivision that[,-whieh] has taken over the
facilities of a hospital, utility, or other public facility formerly [them]tfom] operated by
another participating subdivision[,] may assume in whole or in part the obligations that
[whi] the former employer had undertaken under this subtitle by reason of service
performed by members of the system who become employees of the subdivision seeking
to participate in the system. A subdivision [nw] participating in the system that[r-whih]
could have assumed the obligations of another subdivision had this section been in effect
at time of I :rticipation[y] may assume in whole or in part the obligations that [w4"oh] the
subdivision that [whio] was the first employer had undertaken by reason of service
rendered by members who became employees of the subdivision that [w4ioh] is the second
employer. Assumptions under this section shall be by written agreement between the
affected subdivisions and are [sWaf-be] subject to approval of the board of trustees.

[Sections 848._04-848.300 [5304-53400] reserved for expansion]

SUBCHAPTER D. PRIOR SERVICE OF OPTIONAL MEMBERSHIP CLASS

Sec. 848.801 [53=]. MEMBER FROM COUNTY WITH LOCAL PENSION SYS-
TEM. (a) A person who becomes a member of the retirement system under Section
842.201 [52.201 of this subtitle]. as an employee of a subdivision that operated a local
pension system before merging it into the retirement system may establish prior service
credit in the retirement system for service performed for the subdivision before the
effective date of merger.

(b) A member claiming credit under this section shall establish current service credit
under Section 843.402 [53.402 of this subtitle] and shall deposit with the retirement
system, before the 91st day after the effective date of an order made under Section
842.201(a) [52.201(a) of this subtitle], for the total number of months claimed under this
section, an amount equal to the amount of total deposits that a member of the local
pension system earning the same compensation during the same period was required to
make to the local system.

(c) If a member makes a deposit under Subsection (b) [of-this-sect-on], the subdivision
shall deposit with the retirement system, within the period required under this section for
member deposits, an amount equal to the amount deposited under Subsection (b), and the
retirement system shall grant the member prior service credit under this section.

Sec. 848.802 [53.,402]. MEMBER FROM COUNTY WITHOUT LOCAL PENSION
SYSTEM. (a) A person who becomes a member of the retirement system under Section
842.201 [52,201 kit this subtit!e] as an employee of a county that did not operate a local
pension system before the effective date of the county's participation in the retirement
system may establish prior service credit in the retirement system for service performed
for the county before the effective date of county participation.

(b) A member may establish credit under this section by establi,3hing current service
credit under Section 848.402 [53.402 of hi. subtitle].

Sec. 848.303 [533]. MEMBER NOT ENTITLED TO PRIOR SERVICE CREDIT. A
person who becomes a member of the retirement system under Section 842.203 [ 52 03.
this-.subtitl] is not entitled to credited service in the retirement system for service
performed before the date the person's membership begins.

Sec. 843.804 [53,304]. CERTIFICATION OF SERVICE AND AVERAGE COMPEN-
SATION; DETERMINATION OF ALLOCATED LOCAL SERVICE CREDIT. (a) A
member claiming credit for prior service under this subchapter shall file a statement of
prior service in the manner required by Section 848.103 [53.103 of this subtitle].

(b) After a member described in Section 848.01(a) [53.301(a) of thi& subtitl ] files a
statement of prior service, the subdivision employing the officer receiving the statement
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shall certify to the board of trustees the amount of prior service approved and the
average local compensation, determined in the manner provided for computing the
average local compensation for employees of the subdivision who became members on the
effective date of merger of the local pension system into the retirement system. After
the board of trustees receives a certification under this subsection, it shall determine the
maximum and allocated local service credits for the member in the manner and using the
percentages provided for employees of the subdivision who became members on the
effective date of merger.

(c) After a member described in Section 843.302 [53.302 of this subit o] files a
statement of prior service, the subdivision employing the officer receiving the statement
shall certify to the board of trustees the amount of prior service approved and the
average monthly compensation paid by the subdivision, determined in the manner provid-
ed for computing the average prior service compensation for employees of the subdivision
who became members on the effective date of subdivision participation in the retirement
system. After the board of trustees receives a certification under this subsection, it shall
determine the maximum and allocated prior service credits for the member in the manner
and using the percentages provided for computing the maximum and allocated prior
service credits for employees of the subdivision who became members on the effective
date of subdivision participation.

[Sections 843.305-843.400 [53305-53400] reserved for .)xpansion]

SUBCHAPTER E. ESTABLISHMENT OF CURRENT SERVICE

Sec. 843.401 [53,401]. CURRENT SERVICE GENERALLY. Service that is performed
while a member as an employee of a participating subdivision is credited in the retirement
system for each month for which the required contributions are made by the member and
the employing subdivision.

Sec. 843.402 [53,402]. CURRENT SERVICE FOR MEMBER OF OPTIONAL CLASS.
(a) A person who becomes a member of the retirement system under Section 842.201
[52.201 of this subtitle] may establish current service credit in the retirement system for
service performed for the subdivision for the period beginning on the effective date of the
subdivision's participation in the retirement system and ending on the day before the date
of an order made under Section 842.201(a) 5. 01(a) of this subtitle].

(b) A member claiming credit under this section shall deposit with the retirement
system, before the 91st day after the effective date of an order made under Section
842.201(a) [52.201() of this subtitle], for the total number of months of service claimed
under this section, an amount equal to the amount of deposits that a member earning the
same compensation from the subdivision during the same period was required to make to
the retirement system.

(c) If the subdivision deposits with the retirement system, within the period required
under this section for member deposits, an amount equal to the amount deposited under
Subsection (b) [of this &-,otion], the retirement system shall grant the member current
service credit under this section.'

Sec. 843.403 [53,403]. DETERMINATION OF CURRENT SERVICE CREDIT AND
MATCHING CREDIT. (a) As soon as practicable after the end of each calendar year,
the board of trustees shall determine a member's current service credit and multiple
matching credit.

(b) The current service credit of a member is an amount equal to a percentage of the
accumulated contributions made by the member to the retirement system during a
calendar year. The percentage is determined by the governing body of the employing
subdivision at the time of its election to participate in the retirement system, except that
the percentage for a subdivision that begins participation after December 31, 1977, is 100
percent.

(c) The multiple matching credit of a member is an amount equal to a percentage of the
accumulated contributions made by the member to the retirement system during a
calendar year. The percentage is 0 percent until a greater percentage is adopted as
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provided by Section 848.708 [52.702 of thir &ubtitle] or, for a subdivision whose partic-
ipation in the retirement system began after October 31, 1980, unless a greater percent-
age is adopted by its governing body before the first anniversary of the subdivision's
effective date of retirement system participation, after the actuary has determined and
certified that the greater percentage would not impair the ability of the subdivision to
amortize, before the 30th anniversary of the participation date, all obligations that are
charges against its account in the subdivision accumulation fund. A multiple matching
credit includes any portion of a current service credit in effect on January 1, 1978, that
exceeds the member's current service credit determined under Subsection (b) [of-this

(d) Interest is earned for each whole calendar year on a current service credit or
multiple matching credit from the end of each calendar year to the effective date of the
member's retirement at the rate credited annually to a member's individual account in the
employees saving fund.

[Sections 843.404-84S.500 [53A04-534W] reserved for expansion]

SUBCHAPTER F. CURRENT SERVICE FOR LEGISLATIVE SERVICE

Sec. 848.501 [5,50-]. LEGISLATIVE SERVICE. (a) A member may establish credit
for current service in the retirement system for service performed as a member of the
legislature, if the member deposits with the system a contribution in an amount computed
for each month of service claimed at the contribution rate currently required of an
employee of the subdivision that employs the member, multiplied by $400. On the
member's making a deposit, the employing subdivision shall deposit with the retirement
system a contribution in an amount equal to the amount deposited by the member.

(b) A member claiming credit for previous legislative service shall file a detailed
statement of the service with the treasurer or other disbursing officer of the subdivision
by which the member is currently employed. As soon as practicable after the filing of a
statement, the employing subdivision shall verify the service claimed and certify to the
board of trustees the amount of service approved.

[Sections 848.502-848.600 [535O2-53"] reserved for expansion]

SUBCHAPTER G. OPTIONAL CURRENT SERVICE

Sec. 848.601 [53X"]. CURRENT SERVICE FOR MILITARY DUTY. (a) The gov-
erning body of a participating subdivision may, on the terms provided by Section 844.201
(54.201 of thie subtitle], authorize the establishment of credit for current service in the
retirement system for military service creditable as provided by this section.

(b) Military service creditable in the retirement system under this section is service as a
member of the armed forces of the United States during a time, or before the first
anniversary of the last day of a time, that the United States is or was engaged in:

(1) organized conflict with foreign forces, whether a state of war or a police action;
or

(2) a crisis in this country.
(c) The board of trustees by rule shall determine the periods recognized for purposes of

this subtitle as times of organized conflict or crisis.
(d) A member eligible to establish credit under this section is one who:

(1) does not receive and is not eligible to receive federal retirement payments based
on 20 years or more of active federal military duty or its equivalent;

(2) has been released from military duty under conditions not dishonorable;
(3) became a member of the retirement system after release from military duty; and
(4) has performed as an employee at least 10 years of service that is credited in the

retirement system.
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(e) An eligible member may establish credit under this section by filing with the
retirement system an application for the credit. An application must be accompanied by a
contribution in an amount computed as the number of months of service claimed under
this section, times the lesser of:

(1) the member's average monthly contribution for the first 12 months as an
employee after becoming a member of the retirement system; or

(2) $15.
(f) If a member makes a deposit under Subsection (e) [of-this-sectio], the subdivision

shall deposit with the retirement system a contribution in an amount equal to the amount
deposited under Subsection (e).

(g) The maximum amount of current credited service that may be established under
this section is:

(1) 3 years, if the member has performed as an employee at least 10 but less than 15
years of service that is credited in the retirement system; or

(2) 5 years, if the member has performed as an employee at least 15 years of service
that is credited in the system.
(h) Credit may not be established under this section for service that is simultaneously

credited by another retirement system or program established or governed by state law.

[Sections 843.602-843.700 [53 603-53 700] reserved for expansion]

SUBCHAPTER H. OPTIONAL INCREASES IN SERVICE CREDITS

Sec. 848.701 [534U]. INCREASE IN PRIOR SERVICE CREDITS. The governing
body of a participating subdivision may, on the terms provided by Section 844.201 [54201
of this subtitle], increase the percentage of mazcmum prior service credits used in
determining the allocated prior service credits previously granted and in effect concerning
prior service with the subdivision.

Sec. 843.702 [53402]. RECOMPUTATION OF SERVICE CREDITS. (a) The govern-
ing body of a participating subdivision having active members and annuitants whose
current or maximum prior service credits have been computed on a basis other than total
compensation may by order elect to have the credits recomputed as the sum of:

(1) an amount determined as provided by Section 843.105(b) [5. 105(b) of this ubt
tie], using average compensation as determined under Section 848.104 [53.104-of .his
subtitle], except that compensation exceeding the limits provided by Section 843.104(c)
[53104(G)] may not be excluded in the computation; plus either

(2) an amount determined as two times the excess of (i) over (ii), discounted at
interest from the date one year prior to the date of election to the subdivision's
participation date, where (i) is the amount of accumulated contributions the member
would have had one year prior to the date of election if in each calendar year since
membership began the member had contributed on the basis of the contribution rate
applicable at that time and the member's total compensation at that time, and (ii) is the
member's actual accumulated contributions one year prior to the date of election; or

(3) an amount determined as two times the excess of (i) over (ii), discounted at
interest from the date of retirement to the subdivision's participation date, where (i) is
the amount of accumulated contributions the annuitant would have had on the date of
retirement if in each calendar year of membership the annuitant had contributed on the
basis of the contribution rate applicable at that time and the annuitant's total compensa-
tion at that time, and (ii) is the annuitant's actual accumulated contributions on the date
of retirement.
(b) The subdivision governing body shall determine the effective date of an election

under this section, which may be the first day of any calendar year.
(c) An election must require member contributions to be based, beginning on the

effective date of the election, on the basis of total compensation as prescribed by this
section. An election must apply to all members and annuitants.
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(d) A subdivision governing body may not make an election under this section unless
the actuary first determines that the recomputation would not impair the ability of the
subdivision to pay all obligations charged against its account in the subdivision accumula-
tion fund, before the 30th anniversary of the December 31 valuation date determined
under Section 844.201 [54.201 of this aubtitle].

See. 84.708 [53,O]. INCREASE IN MULTIPLE MATCHING CREDITS. (a) The
governing body of a participating subdivision may, on the terms provided by Section
844.201 [5..201 of this subtit!e], increase the percentage used in determining multiple
matching credits under Section 848.3408(c) [53.403(c) of this subtitle].

(b) A percentage increase in multiple matching credits must be in a multiple of 10
percent of the amount of member contributions and must be applied to all members and
annuitants who have performed or subsequently perform current service that is credited
with the subdivision in the retirement system.
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CHAPTER 844 [54]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 844.001 [54.00)]. TYPES OF BENEFITS

Sec. 844.002 [54,002]. COMPOSITION OF RETIREMENT ANNUITY

Sec. 844.008 [54003]. EFFECTIVE DATE OF RETIREMENT

Sec. 844.004 [54,004]. REPEALED

Sec. 844.005 [54.005]. WHEN ANNUITY IS PAYABLE

[Sections 844.006-844.100 [54.006-5440] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS

Sec. 844.101 [54404]. APPLICATION FOR SERVICE RETIREMENT ANNUITY

Sec. 844.102 [54402]. ELIGIBILITY FOR SERVICE RETIREMENT ANNUITY

Sec. 7.44108 [544-03]. STANDARD SERVICE RETIREMENT ANNUITY

Sec. 844.104 [54404]. OPTIONAL SERVICE RETIREMENT ANNUITY

Sec. 844.105 [54405]. SELECTION OF OPTIONAL SERVICE
RETIREMENT ANNUITY

Sec. 844.106 [544-06]. SELECTION OF OPTIONAL SERVICE RETIREMENT
ANNUITY BY CERTAIN MEMBERS

Sec. 844.107 [54410]. ADDITIONAL DEFERRED RETIREMENT
BENEFIT SELECTION

[Sections 844.108-844.200 [54 10-54 200] reserved for expansion]

SUBCHAPTER C. OPTIONAL RETIREMENT BENEFITS

Sec. 844.201 [54,204]. CONDITIONS FOR OPTIONAL BENEFITS

Sec. 844.202 [54,202]. OPTIONAL SERVICE RETIREMENT ELIGIBILITY

Sec. 844.208 [54,203]. OPTIONAL SELECTION OF OPTIONAL ANNUITY
BY CERTAIN MEMBERS

Sec. 844.204 [54,204]. OPTIONAL SELECTION OF OPTIONAL ANNUITY BY
CERTAIN OTHER MEMBERS

See. 844.205 [54,205]. OPTIONAL INCREASE IN ANNUITIES
FOR CURRENT SERVICE

Sec. 844.206 [54,206]. OPTIONAL INCREASE IN ANNUITIES
FOR PRIOR SERVICE

Sec. 844.207 [54,204]. OPTIONAL BENEFIT ELIGIBILITY PLAN

[Sections 844.208-844.300 [54 908-54 300] reserved for expansion]

SUBCHAPTER D. DISABILITY RETIREMENT BENEFITS

See. 844.301 [544 3]. APPLICATION FOR DISABILITY RETIREMENT ANNUITY

Sec. 844.302 [54302]. ELIGIBILITY FOR DISABILITY RETIREMENT ANNUITY

Sec. 844.803 [54,303]. CERTIFICATION OF DISABILITY

Sec. 844.304 [54,304]. STANDARD DISABILITY RETIREMENT ANNUITY

See. 844.805 [54,304-]. OPTIONAL DISABILITY RETIREMENT ANNUITY

Sec. 844.306 [54.305]. MEDICAL EXAMINATION OF DISABILITY RETIREE

Sec. 844.307 [54,306]. CERTIFICATION OF END OF DISABILITY

Sec. 844.308 [54304]. RETURN OF DISABILITY RETIREE TO ACTIVE SERVICE

Sec. 844.809 [54,308]. REFUND AT ANNUITY DISCONTINUANCE

Ch. 179, § 1



71st LEGISLATURE-REGULAR SESSION

[Sections 844.310-844.400 [54,309-54,400] reserved for expansion]

SUBCHAPTER E. DEATH BENEFITS

See. 844 .401 [54,40-]. RETURN OF CONTRIBUTIONS

Sec. 844.402 [5402]. EXCESS CONTRIBUTIONS OF SERVICE RETIREE

Sec. 844 .408 [54,403]. EXCESS CONTRIBUTIONS OF DISABILITY RETIREE

[Sections 844.404-844.500 [54A04-54,500] reserved for expansion]

SUBCHAPTER F. OPTIONAL DEATH BENEFITS

See. 844.501 [54,"]. COVERAGE IN SUPPLEMENTAL
DEATH BENEFIT PROGRAM

Sec. 844.502 [54,502]. EXTENDED SUPPLEMENTAL DEATH BENEFIT COVERAGE

Sec. 844.503 [540]. MEMBER SUPPLEMENTAL DEATH BENEFIT

Sec. 844.504 [54,504]. RETIREE SUPPLEMENTAL DEATH BENEFIT

Sec. 844,505 [54,505]. BENEFICIARY OF SUPPLEMENTAL DEATH BENEFIT
[Sections 844.506-844.600 [54,506-54600] reserved for expansion]

SUBCHAPTER G. OPTIONAL ADDITIONAL SUBDIVISION CONTRIBUTIONS
OR DECREASE IN CREDITS

Sec. 844.601 [540"]. CONDITIONS PERMITTING ADDITIONAL

SUBDIVISION CONTRIBUTIONS OR DECREASE IN CREDITS

Sec. 844.602 [54,602]. OPTIONAL ADDITIONAL SUBDIVISION CONTRIBUTIONS
Sec. 844.608 [54.003]. OPTIONAL DECREASE IN CREDITS

Sec. 844.604 [54604]. ADDITIONAL CONTRIBUTIONS AND DECREASE IN
MULTIPLE MATCHING CREDITS MAY BE COMBINED

Sec. 844.605 [54,605]. SUPPLEMENTAL CONTRIBUTION RATE FOR
CERTAIN SUBDIVISIONS

Sec. 844.606 [54,0]. ADDITIONAL OPTIONAL DECREASE IN CREDITS

CHAPTER 844 [54]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 844.001 [54,00]. TYPES OF BENEFITS. The types of benefits payable by the
retirement system are:

(1) service retirement benefits;
(2) disability retirement benefits; and
(3) death benefits.

Sec. 844.002 [54,002]. COMPOSITION OF RETIREMENT ANNUITY. (a) Each re-
tirement annuity payable under this subtitle consists of a basic annuity and a supplemen-
tal annuity.

(b) A basic annuity is an amount payable from the current service annuity reserve fund
and is actuarially determined from the sum of a member's:

(1) accumulated contributions; and
(2) current service credit, accumulated at interest as provided by Section 848.408(d)

[53.403(d) of this subtitle].
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(c) A supplemental annuity is an amount payable from the subdivision accumulation
fund, subject to reduction under Section 842.004(c) or 845.S07(c) [5.9004(c) or Sotion
55.307(c) of this ubtitle], and is actuarially determined from the sum of:

(1) a member's allocated prior service credit, accumulated at interest as provided by
Section 843.105(d) ( ,45d of th[s subtitle]; and

(2) a member's multiple matching credit, accumulated at interest as provided by
Section 843.403(d) [53.403(d) of this subt tle].
(d) Any increase in the annuity granted by a participating subdivision after December

31, 1978, is payable from the subdivision accumulation fund as part of the supplemental
annuity.

Sec. 844.003 [54,003]. EFFECTIVE DATE OF RETIREMENT. (a) Except as provid-
ed by [Section 5 .004 of thiS ubtit!o and] Subsection (b) [of this4setion], the effective
date of a member's service retirement is the date the member designates at the time the
member applies for retirement under Section 844.101 [54.101 of this Subtitle], but the date
must be the last day of a calendar month and may not precede the date the member
terminates employment with all participating subdivisions.

(b) If a member who is eligible under Section 844.105, 844.106, 844.203, 844.204, or
844.207(e) [5405,4 106, 54203, 54 204, or 54.207(e) of this subtIe] to select an optional
retirement annuity dies before retirement, the member is considered to have retired on
the last day of the month before the month in which death occurred or on the day before
the first anniversary of the effective date of the person's membership, whichever is later.

(c) Except as provided by Subsection (b) [of this reatioi], the effective date of a
member's disability retirement is the date designated on the application for retirement
filed by or for the member as provided by Section 844.301 [54..01 of thi subtitle], but the
date may not precede the date the member terminates employment with all participating
subdivisions.

Sec. 844.004 [54.004]. REPEALED.
Sec. 844.005 [54,005]. WHEN ANNUITY IS PAYABLE. An annuity under this subti-

tle is payable for a period beginning on the last day of the first month following the
month in which retirement occurs and ending, except as otherwise provided by this
subtitle, on the last day of the month immediately preceding the month in which death
occurs.

[Sections 844.006-844.100 [54.,00&-54.00] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS

Sec. 844.101 [544U3]. APPLICATION FOR SERVICE RETIREMENT ANNUITY. A
member may apply for a service retirement annuity by filing an application for retirement
with the board of trustees not less than 30 nor more than 90 days before the date the
member wishes to retire.

Sec. 844 .102 [54402]. ELIGIBILITY FOR SERVICE RETIREMENT ANNUITY. (a)
A member is eligible, beginning on the first anniversary of the effective date of the
person's membership, to retire and receive a service retirement annuity, if the member:

(1) is at least 60 years old and has at least 12 years of credited service in the
retirement system; or

(2) has at least 30 years of credited service in the retirement system.
(b) A member may terminate employment with all participating subdivisions and,

beginning on the first anniversary of the effective date of the person's membership,
remain eligible to retire and receive a service retirement annuity at any time after the
member attains the age of 60, if the member has at least 20 years of credited service in
the retirement system.

(c) A member whose most recent service was performed for a subdivision having an
effective date of participation in the retirement system after August 31, 1979, may
terminate employment with all participating subdivisions and remain eligible to retire and
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receive a service retirement annuity at any time after the member attains the age of 60, if
the member has at least 12 years of credited service performed for one or more
subdivisions that are either subject to this subsection or have adopted a like provision
under Section 844.202 [54.202 of this subttle].

See. 844.103 [54403]. STANDARD SERVICE RETIREMENT ANNUITY. (a) The
standard sei vice retirement annuity payable under this subtitle is discounted for the
possibility of payment of a benefit under Section 844.402 [51.402 of this subtitle] and is
the actuarial equivalent of the sum of a member's:

(1) accumulated contributions;
(2) current service credit, accumulated at interest as provided by Section 848.403(d)

[53 403(d) of this subtitle];

(3) allocated prior service credit, accumulated at interest as provided by Section
843.105(d) [53 105(d) f this subttle]; and

(4) multiple matching credit, accumulated at interest as provided by Section
8434.03(d) [53 403(d) of thi subtitle].
(b) A standard service retirement annuity i payable throughout the life of a retiree.
Sec. 844.104 [54404]. OPTIONAL SERVICE RETIREMENT ANNUITY. (a) Instead

of the standard service retirement annuity payable under Section 844.103 [5403ef this
sl;tile], a retiring member may elect to receive an optional service retirement annuity
under this section.

(b) An optional service retirement annuity is payable throughout the life of the retiree
and is actuarially reduced from the standard service retirement annuity to its actuarial
equivalent under the option selected under Subsection (c) [ef thi.s eotion].

(c) An eligible person may select any optional annuity approved by the board of
trustees, the entire benefit of which is certified by the actuary as the actuarial equivalent
of the annuity to which the person is entitled, or may select one of the following options,
which provide that:

(1) after the retiree's death, the reduced annuity is payable throughout the life of a
person designated by the retiree;

(2) after the retiree's death, one-half of the reduced annuity is payable throughout
the life of a person designated by the retiree;

(3) if the retiree dies before 60 monthly annuity payments have been made, the
remainder of the 60 payments are payable to the retiree's beneficiary or, if one does not
exist, to the retiree's estate; or

(4) if the retiree dies before 120 monthly annuity payments have been made, the
remainder of the 120 payments are payable to the retiree's beneficiary or, if one does
not exist, to the retiree's estate.

(d) To select an optional service retirement annuity, a member or retiree must make the
selection and designate a beneficiary on a form prescribed by and filed with the board of
trustees before the 31st day after the effective date of retirement.

(e) A retiree who dies before the 31st day after the effective date of service retirement
and who did not select an optional service retirement annuity before death is considered to
have selected an optional annuity under Subsection (c)(4) [ofthis soetion]. Alternatively,
the decedent's beneficiary may elect to receive a refund of the decedenL3 accumulated
contributions under Section 844-401 [5.401 of this subtitle], in which case the decedent
will be considered to have been a contributing member at the time of death.

Sec. 844.105 [54 45]. SELECTION OF OPTIONAL SERVICE RETIREMENT AN-
NUITY. (a) A member who has at least 30 years of credited service in the retirement
system may, before the effective date of the member's retirement, file with the board of
trustees, on a form prescribed by the board, a selection of an optional service retirement
annuity available under Section 844.104 [5.104 of this subtitle] and a designation of
beneficiary.

Ch. 179, § 1



71st LEGISLATURE-REGULAR SESSION Ch. 179, § 1

(b) A member may change a selection of an optional annuity or a designation of
beneficiary at any time before the member's retirement or death in the same manner that
the original selection and designation were made.

(c) If a member eligible under this section to select an optional service retirement
annuity dies before retirement without having made a selection, the member's surviving
spouse may select an optional annuity in the same manner as if the member had made the
selection. If there is no surviving spouse, the executor or administrator of the member's
estate may elect:

(1) for an estate beneficiary to receive the optional annuity under Section
844.104(c)(4) [54.104(c)(4) of this subtitle], in which case the member will be considered
to have retired on the last day of the month before the month in whic*'death occurred;
o)r

(2) for the estate to receive a refund of the member's accumulated contributions
under Section 844.401 [54.401 of this subtitle], in which case the member will be
considered to have been a contributing member at the time of death.
See. 844.106 [54406]. SELECTION OF OPTIONAL SERVICE RETIREMENT AN-

NUITY BY CERTAIN MEMBERS. (a) An eligible member who is an employee of a
subdivision having an effective date of participation in the retirement systelr after
August 31, 1979, may select an optional service retirement annuity in the manner and
under the conditions provided by Section 844.105 [54.105 of this subtitle].

(b) A member eligible under this section to select an optional service retirement annui .y
is one who:

(1) is at least 60 years old and has at least 12 years of credited service in the
retirement system performed for one or more subdivisions whose employees may select
an optional annuity after meeting the same age and service requirements provided in
this subdivision; or

(2) has at least 20 years of credited service in the retirement system performed for
one or more subdivisions whose employees may select an optional annuity after meeting
the same service requirement provided in this subdivision.
(c) If a member eligible under this section dies before retirement without having made

a selection, the member's surviving spouse or the executor or administrator of the
member's estate may make the selection provided by Section 844.105(c) [54 105(c) o fthis
sihtitlo] under the terms of that subsection.

See. 844.107 [54402]. ADDITIONAL DEFERRED RETIREMENT BENEFIT SE-
LECTION. (a) A member who is entitled under Section 844.105, 844.106, 844.203,
844.204, or 844.207(e) [54.105, S..tion 54.106, Section 54.03, Setion 54.204, or. etion
54.207(e) of this subtitle] to select one of the optional service retirement annuities
authorized by Section 844.104 [54.104 of this subtitle] may elect instead to name a
beneficiary who, in event of the death of the member before retirement, will [shll] be
allowed to choose any benefit that the member could have chosen to be paid to the [such]
beneficiary, with like effect as if the selection had been made by the member.

(b) Except as provided in Section 844.105(c)(2) [54.105(o)(9) io this subtitle], any annuity
payable under the provisions of Section 844.105, 844.106, 844.203, 844.204, or 844.207(e)
[54 105, 54 106, 54.903, 5 9.04, or 54.907(e) of this.-subtitle] shall be calculated on the
assumption that the member had actually retired under the annuity selected and with the
same beneficiary, effective on the last day of the calendar month before the month in
which death of the member occurred.

[Sections 844.108-844.200 [54.408-54,200] reserved for expansion]

SUBCHAPTER C. OPTIONAL RETIREMENT BENEFITS

Sec. 844.201 [U4,203]. CONDITIONS FOR OPTIONAL BENEFITS. (a) The govern-
ing body of a participating subdivision by order or resolution may, on the terms provided
by this section:

(1) authorize the establishment of credited service under Section 848.202 [53,202] or
843.601 [53.60! of thic subtitle];
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(2) recompute service credits under Section 848.701 [53=01] or 848. 708 [532703- f this
S lus];

(3) axtend participation in benefits under Section 844.202, 844.208, or 844.204 [54.209,
5..03, or 5d20d of th5. subtitle];

(4) recompute annuities under Section 844.205 [54205] or 844.206 [54.906 of-this
subtitle]; or

(5) adopt the optional benefit-eligibility plan u,'der Section 844 207 [54.207 of-this
"Wtle].

(b) A governing body may not adopt an order or resolution as provided by Subsection
(a) [of this-section] before an actuarial valuation under Section 845.206 [55=-of-i
subtitle] is made that has a December 31 valuation date that coincides with, or is after,
the completion of three years after the later of the following dates:

(1) the effective date of s',bdivision participation in the retirement system; or
(2) the effective date of the most recent order or resolution adopted under this

section.
(c) An increase in annuity payments payable from the current service annuity reserve

fund or the subdivision accumulation fund, or attributable to recomputation of allocated
prior service credits, current service credits, or multiple matching credits that vere
originally determined previously may not provide greater benefits for completed ser'lice
than would be provided through current service credits and multiple matching credits for
service that is performed in the future.

(d) An order or resolution may not be adopted as provided by Subsection (a) [of4his
seotie] unless the actuary determines and certifies that:

(1) implementation of the order or resolution would not impair the ability of the
subdivision to fund, before the 30th anniversary of the valuation date described in
Subsection (b) [of-this-seotion], all obligations charged against the subdivision's account
in the subdivision accumulation fur J; and

(2) all retirement obligations of the subdivision existing before the proposed effective
date of an order or resolution under this section would be amortized on or before the
20th anniversary of the valuation date described in Subsection (b) [of this eetion].
(e) An order or resolution under this section may not take effect until the order or

resolution is approved by the board of trustees as meeting the requirements of this
section. After approval by the board, an order or resolution may take effect only:

(1) after the first anniversary of the valuation date described in Subsection (b) [of
this -seodo]; and

(2) on January 1 of a year.
Sec. 844.202 [54,202]. OPTIONAL SERVICE RETIREMENT ELIGIBILITY. (a) The

governing body of a participating subdivision may authorize an employee of the subdivi-
sion who is a member of the retirement system to terminate employment with the
subdivision and remain eligible to retire and receive a service retirement annuity at any
time after the member attains the age of 60, if the member has at least 12 years of
credited service performed for one or more subdivisions that either have authorized the
eligibility under this section or are subject to Section 844.102(c) [54.102(o) of th- -ubt il].

(b) The governing body of a subdivision may not authorize eligibility for service
retirement under this section except on the terms provided by Section 844.201 [542 o

Sec. 844.208 [54.203]. OPTIONAL SELECTION OF OPTIONAL ANNUITY BY CER-
TAIN MEMBERS. (a) The governing body of a participating subdivision may authorize
an employee of the subdivision who is a member of the retirement system to select an
optional service retirement annuity in the manner and under the conditions provided by
Section 844.105 [54.105 of this subtitle], if the member has at least 20 years of credited
service in the system performed for one or more subdivisions whose employees may select
an optional annuity after meeting the same service requirement provided in this subsec-
tion.
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(b) If a member authorized under this section to select an optional service retirement
annuity dies before retirement without having made a selection, the member's surviving
spouse or the executor or administrator of the member's estate may make the selection
provided by Section 844.105(c) [5.105(o) of this subtitle] under the terms of that
subsection.

(c) The governing body of a subdivision may not authorize selection of an optional
annuity under this section except on the terms provided by Section 844.201 [54 901 ei tis

Sec. 844.204 [54.0]. OPTIONAL SELECTION OF OPTIONAL ANNUITY BY CER-
TAIN OTHER MEMBERS. (a) The governing body of a participating subdivision may
authorize an employee of the subdivision who is a member of the retirement system to
select an optional service retirement annuity in the manner and under the conditions
provided by Section 844.105 [54405], if the member is at least 60 years old and has at
least 12 years of credited service in the system performed for one or more subdivisions
whose employees may select an optional annuity after meeting the same age and service
requirements provided in this subsection.

(b) If a member authorized under this section to select an optional service retirement
annuity dies before retirement without having made a selection, the member's surviving
spouse or the executor or administrator of the member's estate may make the selection
provided by Section 844.105(c) [5.105(oc) of this subtiWe] under the terms of that
subsection.

(c) The governing body of a subdivision may not authorize selection of an optional
annuity under this section except on the terms provided by Section 844.201 [54.2014f-tik
subtitle].

Sec. 844.205 [54,205]. OPTIONAL INCREASE IN ANNUITIES FOR CURRENT
SERVICE. (a) The governing body of a participating subdivision may increase that part
of each annuity payment that is attributable to credit granted by the subdivision for
cuiTent service, which includes current service credit and multiple matching credit.

(b) The governing body of a subdivision may not increase annuity payments under this
section except on the terms provided by Section 844.201 [54.201 of this subtitle].

Sec. 844,206 [54,208]. OPTIONAL INCREASE IN ANNUITIES FOR PRIOR SER-
VICE. (a) The governing body of a participating subdivision may increase that part of
each annuity payment that is attributable to credit granted by the subdivision for prior
service, which is allocated prior service credit.

(b) The governing body of a subdivision may not increase annuity payments under this
section except on the terms provided by Section 844.201 [549.2014 this subtitle].

Sec. 844.207 [5420 ]. OPTIONAL BENEFIT ELIGIBILITY PLAN. (a) The provi-
sions of this section shall apply to all subdivisions which elect after September 1, 1985, to
begin participation in the retirement system. Subject to the conditions below, the
governing body of any subdivision participating as of September 1, 1985, may adopt the
plan provisions of this section.

(b) The term "Section 844.207 [54,20] credited service" as used in this section means
credited service performed for one or more participating subdivisions that have adopted
the plan provisions of this section.

(c) A member shall be eligible, beginning on the first anniversary date of the person's
[his] membership, to retire and receive a service retirement annuity, if the member:

(1) is at least 60 years old and has at least 10 years of Section 844.207 [54,=]
credited service in the retirement system; or

(2) has sufficient years of Section 844.207 [54=20 ] credited service in the retirement
system that, when such number is added to the years of attained age of the member,
produces a sum equal to or in excess of the number 80; or

(3) if the member is eligible for service retirement under any other provision of this
subtitle.

Ch. 179, § 1



71st LEGISLATURE-REGULAR SESSION

(d) If a member has 10 years or more of Section 844.207 [54.20 ] credited service in the
retirement system, subsequent absence from service shall not terminate membership, and
unless membership is otherwise terminated, the member shall be eligible to retire and
receive a service retirement annuity at any time after the member attains the age of 60
years.

(e) An employee of a participating subdivision which has adopted the plan provisions of
this section may select an optional service retirement annuity in the manner and under the
conditions provided in Section 844.105 [54405], if the member:

(1) has 10 or more years of Section 844.207 [54=20 ] credited service in the retirement
system and has attained the age of 60 years; or

(2) has at least 20 years of Section 844.207 [54=27] credited service or is otherwise
eligible to make such selection of an optional service retirement annuity under the
provisions of Section 844.105, 844.106, 844.208, or 844.204 [54.105, 5.106, 54.-, or
5 1.20. of this- ubtitle]. If a member who is authorized under this subsection to select an
optional service retirement annuity dies before retirement without having made a
selection, the member's surviving spouse or the executor or administrator of the
member's estate may make the selection provided by Section 844.105 [54105-4 thi

A&title] under the terms of that subsection.
(f) A member who has 10 years or more of Section 844.207 [54,20] credited service in

the retirement system, but is not eligible for service retirement, is eligible to retire and
receive a disability retirement annuity if the member is the subject of a certification
issued as provided in Section 844.803(b)(2) [54.303(b)(2) of this subtitle]; but a member is
not entitled to retire for disability before the first anniversary of the effective date of the
person's membership.

(g) The governing body of a subdivision may not adopt the plan provisions of this
section except on the terms provided by Section 844.201 [54.201 of this subtitle], except
that the actuarial valuation required may be made on a valuation date of December 31,
1984, or any subsequent year, and notwithstanding the provisions of Section 844.201(d)(2)
[54 001(d)(9) of this subtitle].

[Sections 844.208-844.800 [54209-4,] reserved for expansion]

SUBCHAPTER D. DISABILITY RETIREMENT BENEFITS

Sec. 844.801 [540J]. APPLICATION FOR DISABILITY RETIREMENT ANNUITY.
(a) A member may apply for a disability retirement annuity by:

(1) filing an application for retirement with the board of trustees; or
(2) having an application filed with the board by the member's employer or legal

representative.
(b) An application for a disability retirement annuity may not be made less than 30 nor

more than 90 days before the date the member wishes to retire.
(c) An applicant must submit to medical examination as required by the medical board.
Sec. 844.802 [54M02]. ELIGIBILITY FOR DISABILITY RETIREMENT ANNUITY.

(a) Except as provided by Subsection (c) [ef this se-tien], a member who has less than 12
years of credited service in the retirement system is eligible to retire and receive a
disability retirement annuity if the member is the subject of a certification issued as
provided by Section 844.803(b)(1) [54.303(b)(1) of this subtte].

(b) Except as provided by Subsection (c) [ei]his .otioa], a member who has at least 12
years of credited service in the retirement system but is not eligible for a service
retirement annuity is eligible to retire and receive a disability retirement annuity if the
member is the subject of a certification issued as provided by Section 844.808(b)(2)
[64 303(b)(2) Of this subtitle].

(c) A member is not eligible to retire for disability before the first anniversary of the
effective date of the person's membership.
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Sec. 844.808 [543]. CERTIFICATION OF DISABILITY. (a) As soon as practica-
ble after an application for disability retirement is filed, the medical board shall evaluate
the medical and other pertinent information concerning the member's application.

(b) The medical board shall issue a certification of disability and submit it to the board
of trustees, if the medical board finds:

(1) in the case of a member who has less than 12 years of credited service in the
retirement system, that:

(A) the member is mentally or physically incapacitated for any gainful occupation;
(B) the incapacity is the direct result of injuries sustained during membership by

external and violent means as a direct and proximate result of the performance of
duty;

(C) the incapacity is likely to be permanent; and
(D) the member should be retired; or

(2) in the case of a member who has at least 12 years of credited service in the
retirement system but is not eligible for a service retirement annuity, that:

(A) the member is mentally or physically incapacitated for any gainful occupation;
(B) the incapacity is likely to be permanent; and
(C) the member should be retired.

Sec. 844.804 [54.304]. STANDARD DISABILITY RETIREMENT ANNUITY. (a)
The standard disability retirement annuity is discounted for the possibility of payment of
a benefit under Section 844.408 [54.403 of this subtitle] and is the actuarial equivalent of
the sum of a member's:

(1) accumulated contributions;
(2) current service credit, accumulated at interest as provided by Section 848.408(d)

[53.403(d) of ths eubtitl]
(3) allocated prior service credit, accumulated at interest as provided by Section

848.105(d) [53.105(d) of this subtitl]; and
(4) multiple matching credit, accumulated at interest as provided by Section

848.408(d) [53.403(d) of thi° subtitle].
(b) A standard disability retirement annuity is payable throughout the life of a retiree.
Sec. 844.805 [54.04]. OPTIONAL DISABILITY RETIREMENT ANNUITY. (a) In-

stead of the standard disability retirement annuity payable under Section 844.804 [54,304
eS-this -sibtitl], a retiring member may elect to receive an optional disability retirement
annuity under this section.

(b) An optional disability retirement annuity is payable throughout the life of the
retiree and is actuarially reduced from the standard disability retirement annuity to its
actuarial equivalent under the option selected under Subsection (c) [of--this-ection].

(c) An eligible person may select any optional annuity approved by the board of
trustees, the entire benefit of which is certified by the actuary as the actuarial equivalent
of the annuity to which the person is entitled, or may select one of the following options,
which provide that:

(1) after the retiree's death, the reduced annuity is payable throughout the life of a
person designated by the retiree;

(2) after the retiree's death, one-half of the reduced annuity is payable throughout
the life of a person designated by the retiree;

(3) if the retiree dies before 60 monthly annuity payments have been made, the
remainder of the 60 payments are payable to the retiree's beneficiary or, if one does not
exist, to the retiree's estate; or

(4) if the retiree dies before 120 monthly annuity payments have been made, the
remainder of the 120 payments are payable to the retiree's beneficiary or, if one does
not exist, to the retiree's estate.
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(d) To select an optional disability retirement annuity, a member or retiree must make
the selection and designate a beneficiary on a form prescribed by and filed with the board
of trustees before the 31st day after the effective date of retirement.

(e) A retiree who dies before the 31st day after the effective date of disability
retirement and who did not select an optional disability retirement annuity before death is
considered to have selected an optional annuity under Subsection (c)(4) [9ithie-seetio].
Alternatively, the decedent's beneficiary may elect to receive a refund of the decedent's
accumulated contributions under Section 844 .401 [54401 of this subtitle], in which case
the decedent will be considered to have been a contributing member at the time of death.

(f) If a person's disability retirement annuity is discontinued under Section 844.807
[54A3O6] or 844.808 [54.307 of this subtitle], the person's selection of any optional annuity
under this section becomes void.

Sec. 844.806 [540]. MEDICAL EXAMINATION OF DISABILITY RETIREE. (a)
Once each year during the first five years after a person retires for disability, and once in
each three-year period after that, the board of trustees may require a disability retiree
who is less than 60 years old to undergo a medical examination.

(b) An examination under this section may be held at the retiree's residence or at any
place mutually agreed to by the board and the retiree. The board shall designate a
physician to perform the examination.

(c) If a disability retiree refuses to submit to a medical examination as provided by this
section, the board of trustees shall suspend the retiree's annuity payments until the
retiree submits to an examination. If a retiree has not submitted to an examination as
provided by this section before the first anniversary of the date of first refusal, the board
shall revoke all rights of the retiree to an annuity.

Sec. 844.807 [54400]. CERTIFICATION OF END OF DISABILITY. (a) If the medi-
cal board finds that a disability retiree is no longer mentally or physically incapacitated
for the performance of duty or is engaged in or able to engage in gainful occupation, it
shall certify its findings and submit them to the board of trustees.

(b) If the board of trustees concurs in a certification under this section, it shall
discontinue annuity payments to the retiree.

Sec. 844 808 [54,30]. RETURN OF DISABILITY RETIREE TO ACTIVE SERVICE.
(a) If a retiree who is less than 60 years old and who is receiving a disability retirement
annuity resumes employment with a participating subdivision, the person automatically
resumes membership in the retirement system, and the board of trustees shall terminate
the person's annuity payments.

(b) If a person resumes membership under this section, the retirement system shall
restore to effect any prior service certificate used in determining the amount of the
person's annuity at the time of disability retirement. If the person subsequently retires,
the retirement system shall allow the person credit for all current service for which
required contributions have been made.

Sec. 844.309 [54,308]. REFUND AT ANNUITY DISCONTINUANCE. (a) Except as
provided by Subsection (b) [9i this -seotio], if a disability retirement annuity is discontin-
ued under Section 844 .807 [54. 06 of this subtitle] or the right to an annuity revoked
under Section 844.806(c) [54.305(o) of this subtit!e], the retiree is entitled to a lump-sum
payment in an amount, if any, by which the amount in the retiree's individual account in
the employees saving fund at the time of disability retirement exceeds the amount of
basic and supplemental annuity payments made before the date the annuity was discontin-
ued or the right to an annuity revoked.

(b) The benefit provided by this section is not payable to a retiree who resumes
employment with a participating subdivision.

(c) The benefit provided by this section is payable from the current service annuity
reserve fund and the subdivision accumulation fund in the ratio that the parts of the
disability retirement annuity that were payable from the funds bear to the entire benefit
as determined on the effective date of retirement.
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[Sections 844.310-844.400 [4,309-54400] reserved for expansion]

SUBCHAPTER E. DEATH BENEFITS

Sec. 844-.01 [54,40 ]. RETURN OF CONTRIBUTIONS. (a) Except as provided by
Subsection (c) [oi-thsoti ], if a member dies before retirement, a lump-sum death
benefit is payable from the employees saving fund in the amount of:

(1) the accumulated contributions in the member's individual account in the fund;
plus

(2) interest computed from the beginning of the year in which death occurs through
the end of the month before the month in which death occurs at the rate allowed on
member contributions during the preceding year.
(b) The benefit provided by this section is payable to the decedent's estate unless the

decedent has directed that the benefit be paid otherwise.
(c) A benefit is not payable under this section if an annuity based on the decedent's

service is payable under this subtitle.
Sec. 844.402 [54,402]. EXCESS CONTRIBUTIONS OF SERVICE RETIREE. (a) If a

person who receives a standard service retirement annuity dies, a lump-sum death benefit
is payable in an amount, if any, by which the amount in the retiree's individual account in
the employees saving fund at the time of service retirement exceeds the amount of
annuity payments made before the retiree's death.

(b) The benefit provided by this section is payable to the decedent's estate unless the
decedent has directed that the benefit be paid otherwise.

(c) The benefit provided by this section is payable from the current service annuity
reserve fund and the subdivision accumulation fund in the ratio that the parts of the
service retirement annuity that were payable from the funds bear to the entire benefit as
determined on the effective date of retirement.

Sec. 844.403 [.6403]. EXCESS CONTRIBUTIONS OF DISABILITY RETIREE. (a)
If a peson who receives a standard disability retirement annuity dies, a lump-sum death
benefit is payable in an amount, if any, by which the amount in the retiree's individual
account in the employees saving fund at the time of disability retirement exceeds the sum
of annuity payments made before the retiree's death.

(b) The benefit provided by this section is payable to the decedent's estate unless the
decedent has directed that the benefit be paid otherwise.

(c) The benefit provided by this section is payable from the current service annuity
reserve fund and the subdivision accumulation fund in the ratio that the parts of the
disability retirement annuity that were payable from the funds bear to the entire benefit
as determined on the effective date of retirement.

[Sections 844.404-84.500 [54 404-54,50] reserved for expansion]

SUBCHAPTER F. OPTIONAL DEATH BENEFITS

Sec. 844.501 [54,50]. COVER1AGE IN SUPPLEMENTAL DEATH BENEFIT PRO.
GRAM. (a) An employee of a participating subdivision is included within the coverage of
the supplemental death benefit program on that day in the first month in which:

(1) the employing subdivision is participating in the supplemental death benefits fund
for coverage of all members it employs;

(2) the employee is a member of the retirement system; and

(3) the employee is required to make a contribution to the retirement system.

(b) Once established, coverage of a person in the supplemental death benefit program
continues until the last day of a month in which a requirement of Subsection (a) [ofWis
see, ] is not met.
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Sec. 844.502 [54 2]. EXTENDED SUPPLEMENTAL DEATH BENEFIT COVER-
AGE. (a) A member included in the coverage of the supplemental death benefit program
who fails to earn compensation in a month for service to a subdivision participating in the
supplemental death benefits fund is eligible to receive extended coverage in the program
on complying with the terms of this section.

(b) A member may apply to the retirement system for extended program coverage and
submit evidence of eligibility for extended coverage.

(c) The board of trustees shall grant extended coverage in the supplemental death
benefit program to an applicant, if the board finds:

(1) that as a result of illness or injury, the member is unable to engage in gainful
occupation; and

(2) that the member made a required contribution to the retirement system as an
employee of a subdivision participating in the supplemental death benefits fund for the
month immediately preceding the first full month in which the member was unable to
engage in gainful occupation.
(d) Once established, extended coverage of a person in the supplemental death benefit

program continues until the last day of the month in which:
(1) the member returns to work as an employee of a participating subdivision;
(2) the board of trustees finds that the member is able to engage in gainful

occupation;
(3) the person's membership in the retirement system is terminated; or
(4) the member retires under this subtitle.

(e) The board of trustees by rule may require a member to submit to it annual proof of
continued inability to engage in gainful occupation. The board may require a member to
undergo a medical examination by a physician designated by the board. Failure of a
member to undergo a medical examination as required by this subsection is a ground for
the board's finding that the member has become able to engage in gainful occupation.

(f) If a member included in the coverage of the supplemental death benefit program
becomes eligible to apply for extended coverage but fails to comply with Subsections (b)
and (c) [e-this- setign] before the member's [his] death, the member will be considered to
have had the extended coverage if proof is furnished that the member could have
qualified for extended coverage if application had been made according to Subsections (b)
and (c) [ef-this-section] and that the [his] death occurred within six months after the date
the coverage of the supplemental death benefit program was discontinued according to
Section 844.501 [4,54].

Sec. 844.508 [54M5O2]. MEMBER SUPPLEMENTAL DEATH BENEFIT. (a) If a per-
son included in the coverage or extended coverage of the supplemental death benefit
program dies, a lump-sum supplemental death benefit is payable from the supplemental
death benefits fund in an amount equal to the current annual salary of the member at the
time of death.

(b) Except as provided by Subsection (c) [of-this seetion], the current annual salary of a
member is computed as the amount paid to the member for service on which contributions
were made to the retirement system during the 12 months immediately preceding the
month of death. If a member did not receive compensation for service in each of the 12
months immediately preceding the month of death, the member's current annual salary is
computed by converting to an annual basis the amount paid to the member on which
contributions were made to the system during the period of employment within the
12-month period. If a member did not receive compensation for service in any of the 12
months immediately preceding the month of death, or if the member was employed by a
subdivision that was not participating on a full-salary basis for 12 calendar months
immediately preceding the month of death, the member's current annual salary is
computed by converting to an annual basis the rate of compensation payable to the
member during the month of death.

(c) The current annual salary of a member included in the extended coverage of the
supplemental death benefit program is computed in the manner provided by Subsection
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(b) [o.this-stion] but as if the member had died during the first month of extended
coverage.

(d) If a member, because of a change in employment, makes contributions to the
retirement system during the same month as an employee of more than one subdivision
participating in the supplemental death benefits fund, a death benefit is payable only on
the basis of the member's most recent employment. If a member, because of simulta-
neous employment by more than one subdivision, makes contributions to the retirement
system during the same month as an employee of more than one subdivision participating
in the supplemental death benefits fund, a death benefit is payable on the basis of the
member's employment by each subdivision participating in the fund.

(e) The board of trustees by rule may require such proof of compensation and periods
of employment as it finds necessary.

Sec. 844.504 [64404]. RETIREE SUPPLEMENTAL DEATH BENEFIT. If a retiree
dies whose most recent employment as a member of the retirement system was with a
subdivision that has elected to provide, and continues to provide, postretirement supple-
mental death benefits, a lump-sum supplemental death benefit is payable from the fund in
the amount of $2,500. If a retiree dies who was employed at the time of retirement by
more than one subdivision that has elected to provide, and continues to provide, postretire-
ment supplemental death benefits, the financing of the lump-sum benefit shall be prorated
among the employing subdivisions participating in the fund.

Sec. 844.505 [6,50]. BENEFICIARY OF SUPPLEMENTAL DEATH BENEFIT. (a)
Unless a member has directed otherwise on a form prescribed by the board of trustees
and filed with the retirement system:

(1) a supplemental death benefit under Section 844.503 [54.503 of this subtitle] is
payable to the person entitled to receive the decedent's accumulated contributions,
unless the decedent was eligible under Section 844.105 [54.105 of this subtitle] to select
an optional service retirement annuity, in which case the benefit is payable to the
beneficiary designated by the decedent or, if no designation was made, to the person
entitled under that section to receive an optional annuity; and

(2) a supplemental death benefit under Section 844.504 [ 5 .504 of this subtitle] is
payable to a person entitled to receive any remaining payments of the decedent's
annuity.
(b) If a person entitled under this section to receive a supplemental death benefit does

not survive the member or retiree covered by the supplemental death benefit program,
the benefit is payable to the estate of the covered member or retiree.

[Sections 844.506-844.600 [644W-5 ] reserved for expansion]

SUBCHAPTER G. OPTIONAL ADDITIONAL SUBDIVISION CONTRIBUTIONS
OR DECREASE IN CREDITS

Sec. 844.601 [ 4 4.U]. CONDITIONS PERMITTING ADDITIONAL SUBDIVISION
CONTRIBUTIONS OR DECREASE IN CREDITS. (a) The governing body of a partici-
pating subdivision by order or resolution may, on the terms provided by this section:

(1) authorize additional subdivision contributions under Section 844.602 [54.00.of-this
subtitle]; or

(2) authorize a reduction in multiple matching credits under Section 844.603 [54A03
ofha-htU]

(b) An order or resolution under Subsection (a) [of-this-seetioa] may be adopted only if
the actuary determines that subdivision contributions at the rate prescribed by Section
845.4040 ) [5-40442) of thi subtitle] are inadequate to fund all obligations charged
against the subdivision's account in the subdivision accumulation fund.

(c) An order or resolution under this section may not take effect until approved by the
board of trustees as meeting the requirements of this section.
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Sec. 844.602 [5402]. OPTIONAL ADDITIONAL SUBDIVISION CONTRIBU-
TIONS. (a) If the actuary makes the determination provided in Section 844.601(b)
[54.601(b) of this subtitle], the actuary [he] shall annually determine the rate or amount
of subdivision contributions necessary to make the financing arrangement adequate.

(b) "Additional subdivision contributions" as used In this section means a rate or
amount of contribution that is in addition to the subdivision contributions prescribed by
Section 845.404(a)(2) [55 04(a)(9) of this subtitle].

(c) The order or resolution adopted under this section shall specify the rate or amount
of additional subdivision contributions to be made by the subdivision, and such rate or
amount shall be effective for one calendar year only.

Sec. 844.603 [54.603]. OPTIONAL DECREASE IN CREDITS. (a) If the actuary
makes the determination provided in Section 844.601(b) [54,604(b)] concerning a participat-
ing subdivision, the actuary [he] shall further determine what lower percentage, used in
determining multiple matching credits under Section 843.403(c) of this subtitle],
of contributions made after the effective date of such reduction is necessary to make the
financing arrangement adequate.

(b) An order or resolution reducing multiple matching credits shall apply to all mem-
bers who, after the effective date of such order or resolution, perform current service for
the affected subdivision, and the lower percentage specified in the order or resolution
shall not be below the percentage determined by the actuary.

Sec. 844.604 [54604]. ADDITIONAL CONTRIBUTIONS AND DECREASE IN MUL-
TIPLE MATCHING CREDITS MAY BE COMBINED. The governing body of the
subdivision may provide for additional subdivision contributions in conjunction with a
reduction in multiple matching credits.

Sec. 844.605 [54,605]. SUPPLEMENTAL CONTRIBUTION RATE FOR CERTAIN
SUBDIVISIONS. (a) If the actuary determines that the obligations of a participating
subdivision to the subdivision accumulation fund cannot be amortized within a period of
40 years or that the subdivision would have an amortization period of more than 30 years
if it adopted the optional benefit eligibility plan authorized by Section 844.207 [5420.O
this subtit]e], the governing body of the subdivision may by order or resolution provide
additional contributions by adopting a supplemental contribution rate under this section to
reduce the funding period or finance the optional benefit eligibility plan.

(b) A supplemental contribution rate is the rate of contribution by a subdivision to its
account in the subdivision accumulation fund, in addition to the contributions provided
under Section 845404(a)(2) [55.404(a)(2) of this subtitlo], that the actuary determines and
certifies is required, together with the contributions provided under Section 845.-404(a)(2)
[55.404(a(')], to amortize the obligations of the subdivision to the subdivision accumula-
tion fund within a period of 30 years. A supplemental contribution rate may not exceed
three percent of covered payroll.

(c) A supplemental contribution rate adopted by a participating subdivision may not be
increased unless the actuary subsequently determines that the rate previously adopted,
together with the contributions provided under Section 845.-404(a)(2) [55.40((aX92) of this
subtitle], will not amortize the obligations of the subdivision to the subdivision a,.'cumula-
tion fund within a period of 40 years after [&m] the actuarial study date. If the actuary
makes the determination specified by this subsection, the governing body of tie subdivi-
sion may adopt another supplemental contribution rate under this section.

(d) A supplemental contribution rate adopted by the governing body of a subdivision
expires at the end of the 30th calendar year after its effective date, or at the end of any
earlier calendar year in which the actuary determines and certifies, after the annual asset
valuation under Section 845.206 [55.206 of this tiubtito], that all obligations of the
subdivision to the subdivision accumulation fund can be amortized within a period of 30
years on the basis of contributions provided by the subdivision under Section 845.404(a)(2)
[55.404(a)(9) of this subtitle].

(e) A subdivision that adopts a supplemental contribution rate under this section must
concurrently adopt the optional benefit eligibility plan authorized by Section 844.207
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[64.207 of this subtitl] if the subdivision has not already adopted the plan and if the
resulting amortization period does not exceed 30 years.

See. 844.606 [4.6"]. ADDITIONAL OPTIONAL DECREASE IN CREDITS. (a) If
the actuary determines that the obligations of a participating subdivision to the subdivi-
sion accumulation fund cannot be amortized within a period of 40 years, the governing
body of the subdivision may by order or resolution reduce multiple matching credits for
contributions made after the effective date of the reduction.

(b) The actuary shall determine what lower percentage to be used in determining
multiple matching credits under Section 848.408(c) [53.403(e) f this subtitle] for contribu-
tions made after the effective date of the reduction is required to amortize the obligations
of the subdivision to the subdivision accumulation fund within a period of 80 years.

(c) The effective date of a reduction in the percentage used in determining multiple
matching credits is January 1 of the year following the year in which the order or
resolution is adopted.

(d) The governing body of a participating subdivision may reduce the percentage used
in determining multiple matching credits under Section 848.408(c) [ 5.40a(c) of4.h
subtitle] to zero percent for contributions made after the effective date of the reduction,
even if the resulting amortization period exceeds 30 years.

(e) The governing body of a participating subdivision may reduce the percentage used
in determining multiple matching credits in conjunction with the adoption of a supplemen-
tal contribution rate under Section 844,605 [54.605 f this nubtitlo] in order to amortize
the obligations of the subdivision to the subdivision accumulation fund within a period of
30 years.
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CHAPTER 845 [55]. ADMINISTRATION

SUBCHAPTER A. BOARD OF TRUSTEES

Sec. 845.001 [55.00]. COMPOSITION OF BOARD OF TRUSTEES

Sec. 845.002 [55,002]. APPOINTMENT

Sec. 845.003 [5500]. ELIGIBILITY

Sec. 845.004 [55,004]. TERM OF OFFICE

Sec. 845.005 [55005]. OATH OF OFFICE

Sec. 845.006 [55008]. APPLICATION OF SUNSET ACT

Sec. 845.007 [55004]. MEETINGS

Sec. 845.008 [55.008]. COMPENSATION; EXPENSES

Sec. 845.009 [55.009]. VOTING

[Sections 845.010-845.100 [55010-5500] reserved for expansion]

SUBCHAPTER B. POWERS AND DUTIES OF BOARD OF TRUSTEES

Sec, 845.101 [55,101]. ADMINISTRATION

Sec. 845.102 (55402]. RULEMAKING

Sec. 845.103 [55.403]. ADMINISTERING SYSTEM ASSETS

Sec. 845.104 [554-04]. ACCEPTING GIFT, GRANT, OR BEQUEST

Sec. 845.105 (55=105]. INDEBTEDNESS; PAYMENT

Sec. 845.106 [5506]. GRANTS AND PAYMENT OF BENEFITS
Sec. 845.107 [5540]. AUDIT

Sec. 845.108 [554-08]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS

Sec. 845.109 [55409]. DEPOSITORIES

Sec. 845.110 [55,440]. ADOPTING RATES AND TABLES

Sec. 845.111 [554-U]. CERTIFICATION OF CURRENT INTEREST RATE

Sec. 845.112 [55,42]. RECORDS OF BOARD OF TRUSTEES

See. 845.118 [55443]. OFFICE

Sec. 845.114 [55,144]. OBTAINING INFORMATION
[Sections 845.115-845.200 [5541.5-55 900] reserved for expansion]

SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES
Sec. 845.201 [55201 ]. OFFICERS

Sec. 845.202 [55.202]. DIRECTOR

Sec. 845.203 [55,203]. LEGAL ADVISER

Sec. 845.204 [55.204]. MEDICAL BOARD

Sec. 845.205 [55205]. OTHER PHYSICIANS
Sec. 845.206 [55206]. ACTUARY

Sec. 845.207 [55,20]. OTHER EMPLOYEES
Sec. 845.208 [55.208]. COMPENSATION OF EMPLOYEES

Sec. 845.209 [55.209]. SURETY BOND

[Sections 845.210-845.800 [5] reserved for expansion]

SUBCHAPTER D. MANAGEMENT OF ASSETS
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Sec. 845.801 [55,M1]. INVESTMENT OF ASSETS

See. 845.302 [55,302]. RESTRICTIONS ON INVESTMENTS

Sec. 845.308 [55,303]. DUTY OF CARE

Sec. 845.804 [55,304]. CASH ON HAND

Sec. 845.305 [55=5]. CREDITING SYSTEM ASSETS

Sec. 845.806 [55308]. EMPLOYEES SAVING FUND

Sec. 845.807 [55=3-]. SUBDIVISION ACCUMULATION FUND

Sec. 845.308 [55.30]. CURRENT SERVICE ANNUITY RESERVE FUND

Sec. 845.809 [55309]. INTEREST FUND

Sec. 845.310 [55340]. ENDOWMENT FUND

Sec. 845.311 [55314]. EXPENSE FUND

Sec. 845.812 [55,314]. SUPPLEMENTAL DEATH BENEFITS FUND

Sec. 845.813 [55,312]. DISBURSEMENTS

Sec. 845.814 [55=318]. INTEREST RATES

Sec. 845.315 [55314]. TRANSFER OF ASSETS FROM INTEREST FUND

Sec. 845.816 [55.315]. TRANSFER OF ASSETS ON RETIREMENT OR
RESTORATION TO ACTIVE DUTY

Sec. 845.317 [55,3.16]. PAYMENT TO FORMERLY PARTICIPATING SUBDIVISION

Sec. 845.818 [55,31-]. CONSOLIDATION OF COUNTY'S ACCOUNTS IN
SUBDIVISION ACCUMULATION FUND

[Sections 845.319-845.400 [5544-5540] reserved for expansion]

SUBCHAPTER E. COLLECTION OF MEMBERSHIP FEES AND CONTRIBUTIONS

Sec. 845.401 [55A41]. COLLECTION OF MEMBERSHIP FEES

Sec. 845.402 [55402]. MEMBER CONTRIBUTIONS

Sec. 845.408 [55403]. COLLECTION OF MEMBER CONTRIBUTIONS

Sec. 845.404 [55404]. COLLECTION OF SUBDIVISION CONTRIBUTIONS

Sec. 845.405 [55405]. WAR PERIOD CONTRIBUTIONS

Sec. 845.406 [55,40]. SUPPLEMENTAL DEATH BENEFITS PROGRAM

[Sections 845.407-845.500 [] reserved for expansion]

SUBCHAPTER F. MISCELLANEOUS ADMINISTRATIVE PROCEDURES

Sec. 845.501 [55505=]. STATEMENT OF AMOUNT IN ACCOUNT

Sec. 845.502 [55.502]. INTEREST IN ASSETS

Sec. 845.508 [55.503]. FORFEITURE OF CONTRIBUTIONS

CHAPTER 845 [55]. ADMINISTRATION

SUBCHAPTER A. BOARD OF TRUSTEES

Sec. 845.001 [55.003]. COMPOSITION OF BOARD OF TRUSTEES. The board of
trustees is composed of nine members.

Sec. 845.002 [55.002]. APPOINTMENT. The governor shall appoint the members of
the board of trustees with the advice and consent of the senate.
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Sec. 845.003 [55,0]. ELIGIBILITY. (a) To be eligible to serve as a trustee a person
must be:

(1) a member of the retirement system; and
(2) an employee of a participating subdivision.

(b) If a person serving as a trustee ceases to be an employee of a participating
subdivision or fails to attend four consecutive regular meetings of the board of trustees,
the person may not act as a trustee and shall vacate the office of trustee.

Sec. 845.004 [55004]. TERM OF OFFICE. Trustees hold office for staggered terms
of six years, with the terms of three trustees expiring December 31 of each odd-numbered
year.

Sec. 845.005 [5,005]. OATH OF OFFICE. Before taking office as a trustee, a person
shall take the constitutional oath prescribed for officers of the state.

Sec. 845.006 [55.06]. APPLICATION OF SUNSET ACT. The board of trustees of the
Texas County and District Retirement System is subject to the Texas Sunset Act,
[(]Chapter 325[, Government Code)], but is not abolished under that Act. The board shall
be reviewed under that Act during the period in which state agencies abolished September
1, 1991, and every 12th year after that date are reviewed.

Sec. 845.007 [55 00)]. MEETINGS. (a) The board of trustees shall hold regular
meetings in March, June, September, and December of each year and special meetings
when called by the director.

(b) Before the fifth day preceding the day of a special meeting, the director shall give
written notice of the meeting to each trustee unless notice is waived.

(c) All meetings of the board must be open to the public.
(d) The board shall hold its meetings in the office of the board or in a place specified by

the notice of the meeting.
Sec. 845.008 [55]008. COMPENSATION; EXPENSES. Each trustee serves without

compensation but is entitled to:
(1) reimbursement for reasonable traveling expenses incurred in attending board

meetings or authorized committee and association meetings or incurred in the perform-
ance of other official board duties; and

(2) payment of an amount equal to any compensation withheld by the trustee's
employing subdivision because of the trustee's attendance at board meetings.
Sec. 845.009 [55.009]. VOTING. (a) Each trustee is entitled to one vote.
(b) At any meeting of the board, five or more concurring votes are necessary for a

decision or action by the board.

[Sections 845.010-845.100 [55-10-5,4.00] reserved for expansion]

SUBCHAPTER B. POWERS AND DUTIES OF BOARD OF TRUSTEES

Sec. 845.101 [55404,]. ADMINISTRATION. (a) The retirement system is a trust.
(b) The board of trustees is responsible for the administration of the retirement system.
Sec. 845.102 [554,02]. RULEMAKING. The board of trustees shall adopt rules and

perform reasonable activities necessary or desirable for efficient administration of the
system.

Sec. 845.103 [55443]. ADMINISTERING SYSTEM ASSETS. (a) The board of trust-
ees may sell, assign, exchange, or trade and transfer any security in which the retirement
system's assets are invested. The board may use or reinvest the proceeds as the board
determines that the system's needs require.

(b) In handling the funds of the retirement system, the board of trustees has all powers
and duties granted to the State Depository Board.

See. 845.104 [55 1404]. ACCEPTING GIFT, GRANT, OR BEQUEST. The board of
trustees shall accept a gift, grant, or bequest of money or securities:
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(1) for the purpose designated by the grantor if the purpose provides an endowment
or retirement benefits to some or all participating employees or annuitants of the
retirement system; or

(2) otherwise, for deposit in the endowment fund.
See. 845.105 [55405]. INDEBTEDNESS; PAYMENT. (a) The board of trustees

may:
(1) incur indebtedness;
(2) on the credit of the retirement system, borrow money to pay expenses incident to

the system's operation;
(3) renew, extend, or refund its indebtedness; or
(4) issue and sell negotiable promissory notes or negotiable bonds of the system.

(b) A note or bond issued under this section must mature before the 20th anniversary
of the issuance of the note or bond. The rate of interest on the note or bond may not
exceed six percent a year.

(c) The board shall charge a note or bond issued under this section against the system's
expense fund and shall pay the note or bond from that fund. The total indebtedness
against the expense fund may not exceed $100,000 at any time.

(d) A note or bond issued under this section must expressly state that the note or bond
is not an obligation of this state.

Sec. 845.106 [55406]. GRANTS AND PAYMENT OF BENEFITS. The board of trust-
ees, in accordance with this subtitle, shall consider all applications for annuities and
benefits and shall decide whether to grant the annuities and benefits. The board may
suspend one or more payments in accordance with this subtitle.

Sez. 845.107 [55=07]. AUDIT. Annually, or more often, the board of trustees shall
have the accounts of the retirement system audited by a certified public accountant.

Sec. 845.108 [55408]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS. The
board of trustees by resolution shall designate one or more representatives who have
authority to sign vouchers for payments from the assets of the retirement system.

Sec. 845.109 [55A9W]. DEPOSITORIES. The board of trustees shall designate finan-
cial institutions to qualify and serve the retirement system as depositories in accordance
with Subchapter C of Chapter 404 [Artile 2525 et Geq., Revis d C."i SQtatute- of Te ,

See. 845.110 [55,440]. ADOPTING RATES AND TABLES. (a) The board of trustees
shall adopt rates and tables that the board considers necessary for the retirement system
after considering the results of the actuary's investigation of the mortality and service
experience of the system's members and annuitants.

(b) Based on recommendations of the actuary, the board of trustees shall adopt rates
and tables necessary to determine the supplemental death benefits contribution rates for
each subdivision participating in the supplemental death benefits fund. The initial rates
and tables become effective on the date that the fund and coverage become operative.

Sec. 845.111 [5541]. CERTIFICATION OF CURRENT INTEREST RATE. (a) The
board of trustees shall certify the current interest rate as computed in accordance with
Section 845.314(c) [55.313(c) of this subtitl!] and approved in writing by the actuary.

(b) The board shall notify each participating subdivision of the current interest rate.
Sec. 845.112 [55,442]. RECORDS OF BOARD OF TRUSTEES. (a) The board of

trustees shall keep, in convenient form, data necessary for required computations and
valuations by the actuary.

(b) The board shall keep a permanent record of all of its proceedings.
(c) Records of the board are open to the public.
Sec. 845.113 [554U]. OFFICE. (a) The board of trustees shall maintain the offices

of the retirement system in Austin and ma "'ntract for and construct a building to house
those offices.
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(b) The board shall keep the books and records of the retirement system in those.
offices.

Sec. 845.114 [55,144]. OBTAINING INFORMATION. (a) The board of trustees shall
obtain from a member or a participating subdivision information necessary for the proper
operation of the retirement system.

(b) The board may require reports from the participating subdivisions for the efficient
handling of members' deposits. The treasurer or other payroll disbursing officer of each
participating subdivision shall:

(1) prepare the reports in the form specified by the board; and
(2) file the reports at the time specified by the board.

[Sections 845.115-845.200 [55445-55=] reserved for expansion]

SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES

Sec. 845.201 [5201]. OFFICERS. (a) The board of trustees annually shall elect
from members of the board:

(1) a chairman; and
(2) a vice-chairman.

(b) The board may appoint the director or a member of the board as secretary.
Sec. 845.202 [(52]. DIRECTOR. (a) The board of trustees shall appoint a director.
(b) The director shall:

(1) manage and administer the retirement system under the supervision and direction
of the board; and

(2) invest the assets of the system.
(c) The board of trustees may delegate to the director powers and duties in addition to

those stated by Subsection (b) [oi- thissootio].
(d) The director annually shall:

(1) prepare an itemized budget showing the amount required to pay the retirement
system's expenses for the following fiscal year; and

(2) submit the report to the board for review, amendment, and adoption.
See. 845.208 [55,M]. LEGAL ADVISER. (a) The board of trustees shall appoint an

attorney.
(b) The attorney shall act as the legal adviser to the board and shall represent the

system in all litigation.
. Sec. 845.204 [556204]. MEDICAL BOARD. (a) The board of trustees shall designate

a medical board composed of three physicians.
(b) To be eligible to serve as a member of the medical board, a physician must be

licensed to practice medicine in the state and be of good standing in the medical
profession. A physician who is eligible to participate in the retirement system may not be
a member of the medical board.

(c) The medical board shall:
(1) review all medical examinations required by this subtitle;
(2) investigate essential statements and certificates made by or on behalf of a

member of the retirement system in connection with an application for disability
retirement; and

(3) report in writing to the board of trustees its conclusions and recommendations on
all matters referred to it.
Sec. 845.205 [5505]. OTHER PHYSICIANS. The board of trustees may employ

physicians in addition to the medical board to report on special cases.
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See. 845.206 [55,20]. ACTUARY. (a) The board of trustees shall appoint an actu-
ary.

(b) The actuary shall perform duties in connection with advising the board concerning
operation of the system's funds.

(c) At least once every five years the actuary shall:
(1) make a general investigation of the mortality and service experience of the

members and annuitants of the system; and
(2) on the basis of the results of the investigation, recommend for adoption by the

board required tables and rates.
(d) On the basis of tables and rates adopted by the board, the actuary shall:

(1) compute the current interest rate in accordance with Section 845.814 [55,413-of

(2) certify the amount of each annuity and benefit granted by the board; and
(3) make an annual valuation of the assets and liabilities of the funds of the

retirement system.
Sec. 845.207 [55,=]. OTHER EMPLOYEES. The board of trustees shall employ

actuarial, clerical, legal, medical, and other assistants required for the efficient adminis-
tration of the retirement system.

Sec. 845.208 [55,208]. COMPENSATION OF EMPLOYEES. The board of trustees
shall determine the amount of compensation that employees of the retirement system
receive.

Sec. 845.209 [55,209]. SURETY BOND. (a) The board of trustees shall require a
surety bond for the director and may require a surety bond for other employees of the
retirement system. The board shall determine the amount of a bond that is required.

(b) A bond must be conditioned on a person's faithful performance of the duties of the
person's office.

(c) The board shall secure a required bond and shall pay for the bond from the system's
assets.

[Sections 845.210-845.300 [55910-55 30 ] reserved for expansion]

SUBCHAPTER D. MANAGEMENT OF ASSETS

Sec. 845.301'[5,30.]. INVESTMENT OF ASSETS. The board of trustees shall invest
and reinvest the assets of the retirement system without distinction as to their source in:

(1) interest-bearing bonds or other evidences of indebtedness of this state, a county,
school district, city, or other municipal corporation of this state, the United States, or an
authority or an agency of the United States;

(2) securities for which the United States or any authority or agency of the United
States guarantees the payment of principal and interest;

(3) interest-bearing bonds, notes, or other evidences of indebtedness that are issued
by a company:

(A) incorporated in the United States and that are rated "A" or better by one or
more nationally recognized rating agencies approved by the board; or

(B) in whose stock the retirement system may invest as provided by Subdivision (4)
[of this subrootion];
(4) common or preferred stocks of a company incorporated in the United States that

has paid cash dividends on its common stock for 10 consecutive years immediately
before the date of purchase and, unless the stocks are bank or insurance stocks, that is
listed on an exchange registered with the Securities and Exchange Commission or its
successor; or

(5) obligations issued, assumed, or guaranteed by the African Development Bank.
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Sec. 845.802 [5502]. RESTRICTIONS ON INVESTMENTS. (a) The board of trust-
ees may not invest more than 20 percent of the retirement system's total assets in
preferred and common stocks of corporations.

(b) The board may not invest more than one percent of the total assets of the system in
the stock of one corporation.

(c) The system may not own more than five percent of the voting stock of one
corporation.

Sec. 845.803 [55,303]. DUTY OF CARE. In making investments for the retirement
system, the board of trustees shall exercise the judgment and care, under the circum-
stances, that persons of prudence, discretion, and intelligence exercise in the management
of their own affairs, considering the probable income from the securities and probable
safety of their capital.

Sec. 845.804 [5504]. CASH ON HAND. The board of trustees shall determine the
amount of cash on hand required to pay benefits and the expenses of the retirement
system.

Sec. 845.805 [5,305]. CREDITING SYSTEM ASSETS. (a) The retirement system
shall immediately deposit all money received by the system with a depository designated
under Section 845.10 [55 .109 of this subtitle].

(b) When securities of the retirement system are received, the system shall deposit the
securities in trust with a depository designated under Section 845.109 [(.. 1-. this
u4btitl]. The depository shall provide adequate safe deposit facilities for the preserva-
tion of the securities.

(c) All assets of the retirement system shall be credited according to the purpose for
which they are held to one of the following funds:

(1) employees saving fund;
(2) subdivision accumulation fund;
(8) current service annuity reserve fund;
(4) interest fund;
(5) endowment fund;
(6) expense fund; or
(7) supplemental death benefits fund.

Sec. 845.306 [65,M0]. EMPLOYEES SAVING FUND. (a) The retirement system
shall deposit in a member's individual account in the employees saving fund:

(1) the amount of contributions to the retirement system deducted from the mem-
ber's compensation;

(2) interest allowed on money in the account in accordance with this subtitle;

(8) an amount deposited by a member in accordance with Section 845.405 [15,405.o
tha-.aoti] to establish credited service during a time of war;

(4) the portion of a deposit required by Section 843.008 [ 5 003f hi subtJ] to
reinstate credited service previously terminated that represents the amount withdrawn;

(5) the amount deposited in accordance with Section 843.801(b) [2304)] or
848.402(b)[ r ,40.2(b) f th, su.btitl] to establish credit for prior or current service for a
person who became a member in accordance with Subchapter [Soitl] C of Chapter
842 [52 of this aubti!];

(6) the amount deposited by a member in accordance with Section 848.601()
[3. 601(s) of this oubt ti] to establish current serviie credit for military service;

(7) the amount deposited by a member in accordance with Section 84S.501 [51&.5"
th mW]AR19 to establish credit for legislative service; and

(8) the amount deposited by a person to become a member in accordance with Section
842 .10 [502.102 of this subtitlo].
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(b) On December 31 of each year, the retirement system shall credit to each member's
individual account interest as allowed by this subtitle on the amount of accumulated
deposits credited to the member's account on January 1 of that year.

(c) The retirement system may not pay interest on money in a person's individual
account:

(1) for a part of a year; or
(2) after the person's membership has been terminated in accordance with Section

842.109 [52.!09 of this sbtitle] because of absence from service.
Sec. 845.307 [55.307]. SUBDIVISION ACCUMULATION FUND. (a) The retirement

system shall deposit in the account of a participating subdivision in the subdivision
accumulation fund:

(1) all benefit contributions made by the subdivision to the system pursuant to
Section 845.404(a)(2) [55404(a)P];

(2) interest allowed on money in the fund as provided by this subtitle;
(3) amounts deposited by the subdivision in accordance with Section 845.405 [55,405

of-th1 subtitle] to establish credited service during a time of war;
(4) the withdrawal charge for reinstatement of credited service as provided by

Section 843.003 [53002 of this subtitle];
(5) the amount of matching contributions made by a subdivision in accordance with

Section 848.301(c) [53,301(e] or 843.402(c) [53.402(e) of this subtitle] to establish credit
for prior or current service for a person who became a member in accordance with
Subchapter C of Chapter 842 [5 of this subtitle];

(6) the amount of matching contributions made by a subdivision in accordance with
Section 843.601() [53.601(f) of this subtitle] to establish current service credit for
military service;

(7) the amount of matching contributions made by a subdivision in accordance with
Section 843.501 [5340)] to establish credit for legislative service; and

(8) the amount deposited by a subdivision for a person to become a member in
accordance with Section 842.103 [52.103 of this subtitle].
(b) Subject to Subsection (c) [of-this-seetion], the retirement system shall pay from the

subdivision accumulation fund all payments under prior service annuities granted before
January 1, 1978, and currently in force and all payments under supplemental annuities
from credits granted by a participating subdivision. The retirement system shall charge
payments from the fund to the participating subdivision's account.

(c) The board of trustees may proportionately reduce all payments under prior service
annuities and supplemental annuities at any time and for a period necessary to prevent
payments under those annuities for a year from exceeding the amount available in the
participating subdivision's account.

(d) If credited service previously forfeited is reinstated in accordance with Section
843.003 [53.003 of this subtitle], the retirement system shall charge the subdivision's
account in the subdivision accumulation fund with the necessary reserves to fund the
credits restored to the member.

Sec. 845.808 [65,308]. CURRENT SERVICE ANNUITY RESERVE FUND. (a) The
retirement system shall deposit and hold in the current service annuity reserve fund all
reserves for:

(1) current service annuities in force that were granted before January 1, 1978; and
(2) all basic annuities granted on or after January 1, 1978.

(b) The retirement system shall pay from the current service annuity reserve fund
annuities described by Subsection (a) [ei .thi ection] and all benefits in lieu of those
annuities as provided by this subtitle.

Sec. 845.309 [55309]. INTEREST FUND. (a) The retirement system shall deposit in
the interest fund all income, interest, and dividends from deposits and investments
authorized by this subtitle.
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(b) On December 31 of each year, the system shall transfer money from the interest
fund in accordance with Section 845.S15 [55 .314 of this subtitle].

Sec. 845.810 [55=10]. ENDOWMENT FUND. (a) The retirement system shall depos-
it and hold in the endowment fund gifts, awards, funds, and assets delivered to the
retirement system:

(1) that are not specifically required by the system's other funds; or
(2) that are designated by the grantor as perpetual endowments for the system.

(b) The endowment fund consists of:
(1) the general reserves account;
(2) the distributive benefits account;
(3) the perpetual endowment account; and
(4) other special accounts that the board of trustees by resolution establishes.

(c) The system shall credit to the general reserves account and to the distributive
benefits account interest in accordance with Section 845.815 [55.314 of this subtitle].

(d) The board of trustees shall transfer money from the general reserves account to the
expense fund in accordance with Section 845.811(b) [55. 1(b) of this subtie].

(e) If the board of trustees determines that the amount credited to the distributive
benefit account on December 31 of any year is sufficient to do so, the board by resolution
may:

(1) authorize the distribution and payment of all or part of the money credited to the
account to persons who were annuitants on that day in the ratio of the rate of the
monthly benefit of each annuitant to the total of all annuity payments made by the
system for the final month of the year; or

(2) authorize the distribution of all or part of the amount credited to the account to:
(A) each member's individual account in the employees saving fund as supplemen-

tal interest in the ratio of the amount of current interest paid on the individual's
account to the current interest paid to all individual accounts for the year; and

(B) each participating subdivision's account in the subdivision accumulation fund as
supplemental interest in the ratio of the current interest allowed on the account of
the subdivision to the total current interest paid to all subdivisions' accounts for the
year.

(f) The retirement system shall deposit and hold in the perpetual endowment account
funds, gifts, and awards that the grantors designate as perpetual endowment for the
retirement system and money forfeited to the retirement system as provided by Section
845.508 [55.603 of this subtite].

See. 845.311 [55,g14]. EXPENSE FUND. (a) The board of trustees shall deposit in
the expense fund:

(1) membership fees paid in accordance with Section 845.401 [55.401 of this Aubtle];
and

(2) subdivision contributions for expenses of the retirement system paid in accord-
ance with Section 845.404 [55,404 of this subtie].
(b) The board of trustees by resolution recorded in its minutes shall transfer from the

general reserves account of the endowment fund to the expense fund the amount that
exceeds the amount needed to provide adequate reserves against insufficient earnings on
investments and against special and contingency requirements of other funds of the
system and that is needed to pay the system's estimated expenses for the fiscal year.

(c) The retirement system shall pay from the expense fund:
(1) administrative and maintenance expenses of the system; and
(2) notes and bonds issued in accordance with Section 845.105 [5.5105 of this subtitle]!

(d) If the amount of the system's estimated expenses exceeds the amount in the
general reserves account available for administrative expenses, the board of trustees, by
a resolution recorded in its minutes, shall require an amount equal to the difference from
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participating subdivisions and members. The board shall collect the required amount and
deposit the amount collected in the expense fund.

See. 845.312 [5523]. SUPPLEMENTAL DEATH BENEFITS FUND. (a) The re-
tirement system shall deposit in the supplemental death benefits fund contributions paid
by subdivisions to the retirement system to provide supplemental death benefits in
accordance with Section 845.406 [55.406 of this eubtitlo]. The retirement system may not
establish separate accounts in the fund for subdivisions participating in the fund but shall
credit contributions to a single account.

(b) The retirement system shall pay supplemental death benefits only from money in
the supplemental death benefits fund, and the benefits are not an obligation of other
funds of the system.

(c) The supplemental death benefits fund may become operative only after a sufficient
number of subdivisions elect to participate in the fund so that 4,000 members or more are
covered by the fund.

(d) The board of trustees shall determine the operative date of the fund.
(e) The effective participation date of a subdivision is:

(1) the operative date of the fund if the subdivision elected to participate in the fund
on or before the fund's operative date; or

(2) the first day of any calendar month after the month in which the subdivision
notifies the board of its election to enter the fund.
(f) The board of trustees shall notify each subdivision of its effective participation date.
Sec. 845.313 [55 31]. DISBURSEMENTS. (a) Disbursements from the assets of the

retirement system may be made only on vouchers signed by the person designated for
that purpose in accordance with Section 845.108 [55.408 of this s.btitle].

(b) A person designated to sign vouchers may draw checks or warrants only on proper
authorization from the board of trustees, recorded in the official minutes of the meetings
of the board.

(c) When a voucher is properly signed, a depository with which assets of the system are
deposited shall accept and pay the voucher. The depository is released from liability for
payment made on the voucher.

Sec. 845.314 [553.11]. INTEREST RATES. (a) Unless this subtitle expressly states
that interest is computed using the current interest rate or another specified rate of
interest, interest is computed using the rate of:

(1) three percent a year compounded annually for periods before January 1, 1977;
(2) four percent a year compounded annually for periods after December 31, 1976,

but before January 1, 1982;
(3) four and one-half percent a year compounded annually for periods after December

31, 1981, but before January 1, 1985; and
(4) seven percent a year compounded annually for periods after December 31, 1984.

(b) Subsection (a) [-this-sectiou] does not change the amount of an annuity on which a
monthly benefit payment was made before October 1, 1985, and does not require
recomputation of that amount; but, the board of trustees may increase by as much as
121/z percent the amount payable each month after October 1, 1985, by reason of basic and
supplement annuities that [whih] were in effect during and for which a monthly benefit
was paid by the system for the month of September, 1985.

(c) The current interest rate is the lesser of:
(1) the interest rate prescribed by Subsection (a) [oi this s..oooio]; or
(2) the interest rate computed by:

(A) adding the mean amount in the current annuity reserve fund during the year
and an amount equal to the amount in the subdivision accumulation fund on January
1 of the year;

Ch. 179, § I



Ch. 179, § 1 71st LEGISLATURE-REGULAR SESSION

(B) computing, in accordance with Subsection (a) [ofthis -sotion], the amount of
interest on the sum obtained under Paragraph (A) [of this subdivi.sin];

(C) subtracting the amount computed under Paragraph (B) [of this subdivision]
from an amount equal to the amount in the interest fund on December 31 of the year,
before transfers of interest to other funds are made;

(D) adding an amount equal to the amount in the endowment fund on January 1 of
the year and an amount equal to the sum of the accumulated deposits in the
employees saving fund on January 1 of the year of all persons who are members on
December 31 of the year, before any transfers for retirements effective December 31
are made; and

(E) dividing the amount computed under Paragraph (C) [of this subdivision) by the
amount computed under Paragraph (D) [of this subdivision] and expressing the result
to the nearest one-tenth of one percent.

Sec. 845.815 [55.%4]. TRANSFER OF ASSETS FROM INTEREST FUND. (a) On
December 31 of each year, the board of trustees shall transfer from the interest fund the
following amounts:

(1) to the current service annuity reserve fund, interest on the mean amount in the
current service annuity reserve fund during that year;

(2) to the subdivision accumulation fund, interest on the amount in the subdivision
accumulation fund on January 1 of that year;

(3) to the general reserves account of the endowment fund, current interest on the
amount in the endowment fund on January 1 of that year;

(4) to the employees saving fund, current interest on the sum of the accumulated
deposits in the employees saving fund credited on January 1 of that year to all persons
who are members on December 31 of that year before any transfers for retirement
effective December 31 of that year are made; and

(5) to the supplemental death benefits fund, interest on the mean amount in the
supplemental death benefits fund during that year.
(b) The board of trustees shall transfer to the general reserves account of the

endowment fund the portion of the amount remaining in the interest fund after the
transfers required by Subsection (a) [of this seotioai] are made that the board of trustees
determines is necessary:

(1) to provide adequate reserves against insufficient future earnings on investments
to allow interest on the system's funds;

(2) to provide adequate reserves against special and contingency requirements of
other funds of the system; and

(3) to provide the amount required for the administrative expenses of the system for
the following year.
(c) After the requirements of the general reserves account of the endowment fund have

been satisfied, the board of trustees shall transfer any amount remaining in the interest
fund to the distributive benefits account of the endowment fund.

Sec. 845.816 [55=5]. TRANSFER OF ASSETS ON RETIREMENT OR RESTORA-
TION TO ACTIVE ,DUTY. (a) When a member retires, the retirement system shall
transfer:

(1) from the employees saving fund to the current service annuity reserve fund, the
member's accumulated deposits; and

(2) from the subdivision accumulation fund to the current service annuity reserve
fund, an amount equal to the member's accumulated current service credit.
(b) If the retiring member's accumulated deposits are the result of service for more

than one participating subdivision, the retirement system shall reduce the amount
credited to the account of each subdivision by the amount chargeable to the subdivision
for the member.
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(c) If a person who receives disability benefits and who is less than 60 years old returns
to active service, the board of trustees shall transfer the balance of the person's
retirement reserve from the current service annuity reserve fund to the employees saving
fund and to the subdivision accumulation fund in proportion to the original amount
transferred to the current service annuity reserve fund from those funds.

Sec. 845.817 [55 316]. PAYMENT TO FORMERLY PARTICIPATING SUBDIVI-
SION. (a) If a participating subdivision has no employees who are members of the
retirement system and has no present or potential liabilities resulting from the partic-
ipation of former employees, the subdivision's participation in the system stops and the
system shall repay to the subdivision on application any amount in the subdivision
accumulation fund that is credited to the subdivision.

(b) If a participating subdivision does not exist as a separate entity because it has
merged or consolidated with a city or other agency that is not eligible to participate in the
retirement system and if under the applicable law or merger agreement the successor is
entitled to the assets of the subdivision, the retirement system, on application, shall pay to
the successor the amount in the subdivision accumulation fund that is credited to the
subdivision.

Sec. 845.818 [55 -7]. CONSOLIDATION OF COUNTY'S ACCOUNTS IN SUBDIVI-
SION ACCUMULATION FUND. (a) If a county that has provided for participation of
county hospital employees separately from other county employees stops operating a
county hospital, the commissioners court of the county, by order, may direct the
retirement system to consolidate the separate accounts of the county in the subdivision
accumulation fund.

(b) The retirement system shall consolidate the accounts and after consolidation shall
charge each obligation of the county arising under this subtitle because of service
performed by employees of the county against the consolidated account.

[Sections 845.819-845.400 [55 31-55-40 ] reserved for expansion]

SUBCHAPTER E. COLLECTION OF MEMBERSHIP FEES AND CONTRIBUTIONS

Sec. 845.401 [554O"]. COLLECTION OF MEMBERSHIP FEES. (a) Each member,
with the member's contribution to the retirement system, shall pay an additional amount
as a membership fee.

(b) The board of trustees shall set the rate of the membership fee not to exceed 50
cents a month and shall certify the amount to each participating subdivision.

(c) The board of trustees shall deposit the membership fees in the expense fund and
shall use the fees for expenses of the retirement system.

Sec. 845.402 [55A02]. MEMBER CONTRIBUTIONS. (a) Each participating subdivi-
sion, by order or resolution of its governing body, shall designate the rate of member
contributions for its employees. The subdivision may elect a rate of four, five, six, or
seven percent of the current service compensation of its employees.

(b) The governing body of a participating subdivision may increase the rate of its
member contributions after the first anniversary of the effective date of the existing rate.

(c) The governing body of a participating subdivision may reduce the rate of its
member contributions only after the fifth anniversary of the effective date of the existing
rate and only if the board of trustees determines that, according to the computations of
the actuary approved by the board of trustees, the reduction would not impair the ability
of the subdivision to fund all obligations against its account in the subdivision accumula-
tion fund before the later of.

(1) the 30th anniversary of its effective date of participation; or
(2) the 30th anniversary of the date of the valuation that is the basis for the

subdivision's latest increase in benefits or coverage in accordance with Section 844.201
or 844.207 [54.201 or Seetion 54.207 of this subfitlo].
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(d) A reduction in a deposit rate may become effective only on an anniversary of the
participation date of the subdivision. The subdivision shall give written notice of a
reduction in the deposit rate to the board of trustees not later than the 90th day before
the effective date of the reduction.

(e) The governing body of a subdivision that has an effective date of participation
before January 1, 1978, by order or resolution certified to the board of trustees, may
exclude from the computation of an employee's contribution the amount of the employee's
compensation that exceeds $3,600 a year or a greater multiple of $1,200 a year. A
participating subdivision's governing body, by order or resolution certified to the board of
trustees, may increase the amount of compensation on which contributions are paid.

(f) A participating subdivision may not require a member to pay a monthly contribution
that exceeds an amount computed on the basis of one-twelfth of the annual compensation
to be considered for payment of contributions as specified by the order or resolution
described by Subsection (e) [oi this seetion].

Sec. 845.403 [5540]. COLLECTION OF MEMBER CONTRIBUTIONS. (a) Each
payroll period after the effective date of a subdivision's participation, the subdivision shall
cause the contribution for that period to be deducted from the compensation of each
member that it employs.

(b) In determining the amount of a member's compensation for a payroll period, the
board of trustees may use the rate of annual compensation payable to a member on the
first day of the payroll period as the rate for the entire period and may omit deductions
from compensation for less than a full payroll period if the employee was not a member
on the first day of the period.

(c) To facilitate the making of deductions, the board of trustees may modify a
member's required deductions by an amount that does not exceed 25 cents.

(d) A participating subdivision shall certify to the board of trustees on each payroll, or
in another manner prescribed by the board, the amount to be deducted from the
compensation of each member that it employs.

(e) The treasurer or disbursing officer of each participating subdivision shall:
(1) make deductions from each member's compensation for contributions to the

retirement system;
(2) transmit monthly, or at the time designated by the board of trustees, the payroll

and other pertinent information prescribed by the board; and
(3) pay the deductions to the board of trustees at the board's home office.

(f) After the deductions for member contributions are paid, the board of trustees shall:
(1) record all receipts; and
(2) deposit the receipts to the credit of the employees saving fund.

(g) The treasurer or disbursing officer of a participating subdivision shall make the
deductions required by this section even if the member's compensation is reduced below
the amount equal to the minimum compensation provided by law.

(h) By becoming a member of the retirement system, a member consents to the
deductions required by this section. The payment of compensation less those deductions
is a complete release of all claims, except benefits provided by this subtitle, for services
rendered by the member during the payroll period.

(i) Each participating subdivision shall pick up the employee contributions required of
each member by Section 845.402 [55.402] and this section for all compensation earned
after December 31, 1985, and shall pay these picked-up employee contributions from the
same source of funds [vWohi-is] used in paying earnings to the employee. The participat-
ing subdivision may pick up these contributions by a reduction in the cash salary of the
employee or by an offset against a future salary increase or by a combination of a
reduction in salary and offset against a future salary increase; unless it is otherwise
determined by the governing body of the participating subdivision, the pick-up shall be
accomplished by a corresponding reduction in the cash salary of the employee.
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(j) Contributions picked up as [herein] provided by Subsection (i) shall be treated as
employer contributions in determining tax treatment of the amounts under the United
States Internal Revenue Code; however, each participating subdivision shall continue to
withhold federal income taxes based upon these contributions until the Internal Revenue
Service determines or the federal courts rule that pursuant to [26 U CA 414(h), United
States] Section 414(h) of the Internal Revenue Code of 1986 (26 U.S.C. Section 414),
these picked-up contributions are [oball] not [be] included as gross income of the
employee until such time as they are distributed or made available. Each employee
contribution that is picked up as above provided shall be deposited as provided in Section
845.806 [55 306] to the individual account of the member, on whose behalf they are made,
and shall {thereupei] be treated for all other purposes of this subtitle in the same manner
and with like effect as if the amount had been deducted from the compensation of and
made by the employee pursuant to [th previsienD .Sections 845.402 [55A02] and
845.408(a) [55.03(] through [5503](h).

Sec. 845.404 [55.04]. COLLECTION OF SUBDIVISION CONTRIBUTIONS. (a) Be-
fore the 16th day of each month, each participating subdivision shall pay or cause to be
paid to the retirement system at the system's office:

(1) the member contributions, or "picked-up" member contributions, provided for by
Sections 845.402 [55.402] and 845.408 [P&40,-abeQze], which shall be deposited to the
individual accounts of the members; and

(2) an additional amount equal to the total of contributions made by or on behalf of
employees of the subdivision under the provisions of Sections 845.402 [55A42] and
845.408 [55403] for the preceding month, which additional amount shall be deposited to
the account of the subdivision in the subdivision accumulation fund [Su divisioni
Apoeumulation Fund].
(b) Unless otherwise provided for and paid by a subdivision, a subdivision shall pay its

contributions to the retirement system from:
(1) the fund from which compensation is paid to members; or
(2) the general fund of the subdivision.

Sec. 845.405 [55.405]. WAR PERIOD CONTRIBUTIONS. (a) A member to whom
this section applies may pay to the retirement system, during each 12 months of the
period described by Subsection (b) [o this eatioi], an amount that does not exceed the
amount of the member's contribution to the system during the most recent 12-month
period in which the member was employed by a participating subdivision.

(b) This section applies to a member who, as a result of conscription or volunteering, is
serving in the United States armed forces, armed forces reserve, an auxiliary of the
armed forces or reserves, or the American Red Cross or who as a result of government
conscription is in war work, during a declared or undeclared war involving the United
States, during a conflict between the armed forces of the United States and the armed
forces of a foreign country, or before the first anniversary of the last day of the war or
conflict.

(c) The board of trustees shall treat the amounts paid to the system under this section
in the same manner as funds deposited by the member while an employee of a participat-
ing subdivision.

(d) The participating subdivision that most recently employed a member paying contri-
butions under this section shall pay an amount equal to the amount paid by the member
under this section.

See. 845.406 [55.406]. SUPPLEMENTAL DEATH BENEFITS PROGRAM. (a) In ad-
dition to other contributions to the retirement system required by this subtitle, each
subdivision participating in the supplemental death benefits fund monthly shall pay to the
fund an amount equal to the rate of contribution computed in accordance with this
section, multiplied by the total compensation for the month of the members employed by
the subdivision.

(b) A limitation on subdivision contribution rates provided by this subtitle does not
apply to the rate of the contribution to the supplemental death benefits fund.
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(c) As soon as practical after the supplemental death benefits program is established
and at the time of each investigation of members' mortality and service experience
required by Section 845.110 [55.10 oif this subtitle], the actuary shall investigate the
mortality experience of the members and eligible annuitants participating in the supple-
mental death benefits program. On the basis of the result of that investigation, the
actuary shall recommend to the board of trustees rates and tables necessary to determine
supplemental death benefits contribution rates. The rates and tables may provide for the
anticipated mortality experience of the persons covered under the supplemental death
benefits fund and for a contingency reserve.

(d) Before a subdivision's participation date in the supplemental death benefits fund
and before January 1 of each subsequent year, the actuary shall compute, on thb basis of
rates and tables adopted by the board of trustees, the supplemental death benefits
contribution rate of a subdivision participating in the supplemental death benefits contri-
bution fund. The rate must be expressed as a percentage of the compensation of
members employed by the subdivision. When the rate is approved by the board of
trustees, the rate is effective for the calendar year for which it was approved.

(e) If the balance in the supplemental death benefits fund is insufficient to pay the
supplemental death benefits due, the board of trustees may direct that, to the extent
available, an amount equal to the amount of the deficiency be transferred from the
general reserves account of the endowment fund to the supplemental death benefits fund.
The board may adjust future contributions to the supplemental death benefits fund to
repay to the general reserves account the transferred amount.

(f) If the total number of members covered by the supplemental death benefits fund
becomes fewer than 4,000, the board of trustees may order that the fund be discontinued
and all coverage terminated. The termination date must be December 31 of a year
designated by the board and may not be before the expiration of six months after the date
on which the order of termination was adopted.

(g) To protect against adverse claim experience, the board of trustees may secure
reinsurance from one or more stock insurance companies doing business in this state if
the board determines that reinsurance is necessary. The retirement system shall pay the
premiums for reinsurance from the supplemental death benefits fund.

[Sections 845.407-845.500 [ 5547-5500] reserved for expansion]

SUBCHAPTER F. MISCELLANEOUS ADMINISTRATIVE PROCEDURES

Sec. 845.501 [f5.5OJ]. STATEMENT OF AMOUNT IN ACCOUNT. (a) As soon as
possible after the end of each calendar year, the board of trustees shall send to the
governing body of each subdivision and to each requesting member an annual statement
that contains:

(1) a balance sheet showing the financial and actuarial condition of the retirement
system at the end of the calendar year;

(2) a statement showing the receipts and disbursements made during the calendar
year;

(3) a statement showing changes in the asset, liability, reserve, and surplus accounts
during the calendar year; and

(4) additional statistics necessary for proper interpretation of the condition of the
retirement system.
(b) The board of trustees shall furnish to a member, on written request, a statement of

the amount credited to the member's individual account. During a calendar year, the
board is not required to furnish to a member more than one statement requested under
this subsection.

Sec. 845.502 [55,4%2]. INTEREST IN ASSETS. A particular person or subdivision has
no right in a specific security or in an item of cash other than an undivided interest in the
assets of the retirement system.

Ch. 179, §} 1



71st LEGISLATURE-REGULAR SESSION Ch. 179, § 1

Sec. 845.508 [5 ]. FORFEITURE OF CONTRIBUTIONS. (a) If an application
for the accumulated contributions of a member under Section 842.108 [59 108 of-this
sbtitle] has not been made before the seventh anniversary of the member's last day of
service, the retirement system shall return to the contributor or the contributor's estate
all of the person's accumulated contributions.

(b) If the contributor or the administrator of the contributor's estate cannot be found,
the person's accumulated contributions are forfeited to the retirement system. The
retirement system shall credit the amount forfeited to the perpetual endowment account
of the endowment fund.

[Chapters 846-850 reserved for expansion]

SUBTITLE G. TEXAS MUNICIPAL RETIREMENT SYSTEM

CHAPTER 851 [6]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 851.001 [6L=.-1]. DEFINITIONS

Sec. 851.002 [61,002]. PURPOSE OF SUBTITLE

Sec. 851.003 [6L=003]. RETIREMENT SYSTEM

Sec. 851.004 [6t-04]. POWERS AND PRIVILEGES

Sec. 851.005 [61=05]. ACTION FOR ACCOUNTING

Sec. 851.006 [6100O]. EXEMPTION FROM EXECUTION

[Sections 851.007-851.100 [61007-61100] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

Sec. 851.101 [61401]. OFFENSES; PENALTY

SUBTITLE G. TEXAS MUNICIPAL RETIREMENT SYSTEM

CHAPTER 851 [64]. GENERAL PROVISIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 851.001 [6.tO"]. DEFINITIONS. In this subtitle:
(1) "Accumulated contributions" means the sum of all contributions made by a

member and credited to the member's individual account in the employees saving fund,
plus interest allowed on the account as provided by this subtitle.

(2) "Actuarial equivalent" means a benefit that, at the time it is entered upon, has
the same present value as the benefit it replaces, based on interest and on a mortality
table recommended by the actuary and adopted by the board of trustees.

(3) "Annuity" means an amount of money payable in equal monthly installments at
the end of each month for a period determined under this subtitle.

(4) "Annuity reserve" means the present value, computed on the basis of annuity or
mortality tables adopted by the board of trustees, with interest, of all payments to be
made under an annuity.

(5) "Board of trustees" means the persons appointed under this subtitle to administer
the retirement system.

(6) "Compensation" means the sum of payments made to an employee for perform-
ance of personal services, as certified on a written payroll of an employing department,
that does not exceed any rate of compensation fixed by a governing body as the
maximum salary on which member contributions to the retirement system may be
based, and includes amounts by which payment for earnings is reduced by reason of:
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(A) employer pick-up of employee contributions to the retirement system under
Section 855.4020") [65 402) of this subtitle];

(B) deferral of compensation under benefit plans adopted by the employer pursu-
ant to Section 401(k) or [Seotie] 457 of the [United-States] Internal Revenue Code of
1986 (26 U.S.C. Sections 401 [401(W], 457);

(C) cost of benefits furnished under qualified cafeteria plans adopted by the
employer pursuant to Section 125 of the [United States] Internal Revenue Code of
1986 (26 U.S.C. Section 125);

(D) cost of tax-sheltered annuities acquired for the employee under Section 403(b)
of the [United-States] Internal Revenue Code of 1986 (26 U.S.C. Section 408 [403(]);
and

(E) deductions for Federal Insurance Contributions Act taxes, federal income
taxes, or other obligations of the employee.
(7) "Department" means a recognized division performing a governmental or proprie-

tary function of a municipality.
(8) "Employee" means a person who receives compensation from and is certified by a

municipality as being regularly engaged in the performance of duties of:
(A) an appointive office or position that normally requires services from the person

for not less than 1.000 hours a year; or
(B) an elective office that normally requires services from the person for not less

than 1,000 hours a year, in a municipality that began participating in the retirement
system after December 31, 1981, or that has adopted a membership requirement
under Section 852.107 [62.107 of this subtitle].
(9) "Municipality" means any incorporated city or town in this state.
(10) "Rate of compensation" means the rate at which payments to an employee are

computed, as certified by the employing municipality, converted into compensation for
any period on the assumption that 2,400 hours, 300 days, 52 weeks, 12 months, and 1
year are equivalents.

(11) "Retirement" means withdrawal from service with a retirement benefit granted
under this subtitle.

(12) "Retirement system" means the Texas Municipal Retirement System.
(13) "Service" means the time a person is an employee.
(14) "Credited service" means the number of months of prior and current service

ascribed to a member in the retirement system or includad in a prior service certificate
in effect for the member.

(15) "Amortization period" means, as to a particular municipality, the time ending
with the latest of:

(A) the expiration of 25 years after [f-om] the effective date of the municipality's
participation in the retirement system, after [&M-oi] the effective date of the most
recent annuity increases allowed by the municipality under Section 854.203 [642
this subti l], or after [from] the effective date of the most recent updated service
credits allowed by the municipality under Section 858401 [63.401 of this subtit!]; or

(B) the expiration of 20 years after [fom] the date the municipality ailowed any
special prior service credits or antecedent service credits.

Sec. 851.002 [61.002]. PURPOSE OF SUBTITLE. The purpose of this subtitle is to
establish a program of benefits for members, retirees, and their beneficiaries and to
establish rules for the management and operation of the retirement system.

Sec. 851.003 [610]. RETIREMENT SYSTEM. The Texas Municipal Retirement Sys-
tem is continued in existence and is the name by which the business of the retirement
system shall be transacted, all its funds invested, and all its cash and other property held.

Sec. 851.004. [61.004]. POWERS AND PRIVILEGES. The retirement system has the
powers, privileges, and immunities of a corporation, as well as the powers, privileges, and
immunities conferred by this subtitle.
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Sec. 851.005 [61.005]. ACTION FOR ACCOUNTING. (a) The retirement system or
the board of trustees may initiate, or cause to be initiated on its behalf, an action against
a participating municipality, a board of the municipality, or individual officers of the
municipality, to compel an accounting of sums due to the retirement system or to require
the withholding and accounting of sums due from members.

(b) The venue of an action brought under this section is in either Travis County or a
county in which the municipality is situated.

Sec. 851.006 [61,006]. EXEMPTION FROM EXECUTION. All retirement annuity
payments, other benefit payments, and a member's accumulated contributions are unas-
signable and are exempt from execution, garnishment, attachment, and state and local
taxation.

[Sections 851.007-851.100 [6.007 61,400] reserved for expansion]

SUBCHAPTER B. PENAL PROVISIONS

Sec. 851.101 [41 ]. OFFENSES; PENALTY. (a) A person commits an offense if
the person knowingly makes a false statement in a report or application to the retirement
system in an attempt to defraud the retirement system.

(b) A person commits an offense if the person knowingly makes a false certificate of an
official report to the retirement system.

(c) An offense under this section is a misdemeanor punishable by a fine of not less than
$100 nor more than $1,000, confinement in jail for not less than 30 days ror more than one
year, or both.
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CHAPTER 852 [621. MEMBERSHIP

SUBCHAPTER A. MUNICIPAL PARTICIPATION

Sec. 852.001 [62A0-3]. ELECTION TO PARTICIPATE

Sec. 852.002 [62,002]. REFERENDUM ON PARTICIPATION

Sec. 852.003 [62003]. SUPPLEMENTAL DISABILITY BENEFITS FUND

Sec. 852.004 [82.004]. SUPPLEMENTAL DEATH BENEFITS FUND

Sec. 852.005 [62.005]. STATUS AS A MUNICIPALITY

Sec. 852.006 [62,006]. TERMINATION OF PARTICIPATION

[Sections 852.007-852.100 [82007-82400] reserved for expansion]

SUBCHAPTER B. MEMBERSHIP

Sec. 852.101 [62-10]. GENERAL MEMBERSHIP REQUIREMENT

Sec. 852.102 [62,02]. EXCEPTION TO GENERAL MEMBERSHIP REQUIREMENT

Sec. 852.103 [62403]. WITHDRAWAL OF CONTRIBUTIONS

Sec. 852.104 [624-04]. TERMINATION OF MEMBERSHIP

Sec. 852.105 [62,05]. OPTIONAL PRIOR SERVICE CREDITS

Sec. 852.106 [62406]. INELIGIBILITY FOR MEMBERSHIP; MULTIPLE
RETIREMENT SYSTEM MEMBERSHIP

Sec. 852,107 [62407]. OPTIONAL MEMBERSHIP REQUIREMENT
FOR ELECTED OFFICERS

Sec. 852.108 [62408]. RESUMPTION OF SERVICE BY RETIREE

CHAPTER 852 [62]. MEMBERSHIP

SUBCHAPTER A. MUNICIPAL PARTICIPATION

Sec. 852.001 [ 200]. ELECTION TO PARTICIPATE. (a) By vote of its governing
body in the manner required for other official actions, a municipality may elect to have
one or more of its departments participate in the retirement system and be subject to the
provisions of this subtitle.

(b) The governing body of a municipality shall notify the board of trustees of an
election under this section and shall identify the participating departments before the 11th
day after the date of election.

(c) A department begins participation in the retirement system on the first day of the
second month after the month the board of trustees receives notice of an election to
participate.

Sec. 852.002 [62.002]. REFERENDUM ON PARTICIPATION. (a) If qualified ,oters
representing at least 10 percent of the total votes cast at the most recent regular
municipal election petition the governing body of a municipality for an election on the
issue of participation in the retirement system by the municipality or specified depart-
ments of the municipality, the governing body shall make arrangements for an election to
be held before the 61st day after the day the petition is filed.

(b) If a majority of the votes cast in an election under this section favor municipal or
departmental participation in the retirement system, the governing body of the municipali-
ty immediately shall elect to participate.

See. 852.008 [62,003]. SUPPLEMENTAL DISABILITY BENEFITS FUND. (a) A
municipality may not elect to participate in the supplemental disability benefits fund after
August 31, 1987 [the effective date of the 1987 amendmont of this seotion].
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(b) Each municipality that elected to participate in the supplemental disability benefits
fund before September 1, 1987 [the effective date of the 1987 amendment of this seotion]
ceases participation in that fund at midnight on December 31, 1987, and its employees
shall cease to be covered for supplemental disability benefits as to any injuries subse-
qu'dntly sustained. Each municipality participating in the supplemental disability fund on
December 31, 1987, is entitled to participate in any distributions and transfers authorized
by the board of trustees pursuant to Section 855.313 [65.313 of this -ubtitl].

Sec. 852.004 [62.004]. SUPPLEMENTAL DEATH BENEFITS FUND. (a) If a mu-
nicipality has one or more departments partic. ating in the retirement system on a
full-salary basis, the municipality may elect to participate in the supplemental death
benefits fund.

(b) A municipality that elects to participate in the fund may elect coverage providing
postretirement death benefits in addition to coverage providing in-service death benefits.

(c) Before a municipality that has fewer than 10 employees who are members of the
retirement system is permitted to participate in the fund, the board of trustees may
require the municipality to provide evidence that is satisfactory to the board that the
members are in good health.

(d) A municipality that elects to participate in the fund after the operative date of the
fund may begin participation on the first day of any month after the month in which the
municipality gives notice of its election to the board of trustees.

(e) If a municipality has previously discontinued participation in the fund, the board of
trustees in its discretion may restrict the right of the municipality to participate again.

Sec. 852.005 [62005]. STATUS AS A MUNICIPALITY. (a) For the purposes of this
subtitle, the Texas Municipal Retirement System and, as limited by Subsection (b) [of-4hi&
setion], the Texas Municipal League, have the standing of municipalities.

(b) The Texas Municipal League has the standing conferred by this section except as to
a person who is employed by the league for the first time and who is engaged in lobbying
activities.

Sec. 852.006 [62,006]. TERMINATION OF PARTICIPATION. (a) Except as provid-
ed by [in] this section, a municipality may not terminate participation in the retirement
system or in the supplemental disability benefits fund if the municipality has employees
who are members of the system or who participate in the fund, but the municipality may
elect to discontinue the participation in the system or the fund of persons employed or
reemployed after the date of an election to discontinue.

(b) If before November 1 of any year a municipality gives written notice of its intention
to the retirement system, the municipality may terminate coverage under, and discontinue
participation in, the supplemental death benefits fund. A termination under this subsec-
tion is effective on January 1 of the year following the year in which notice is given.

(c) If a municipality participating in the retirement system has no employees who are
members of the system and has no present or potential liabilities as a result of the
participation of former employees, the municipality, on receiving a refund under Section
855.319 [65.319 of this subtitle], ceases participation in the system.

[Sections 852.007-852.100 [62,00-62400] reserved for expansion]

SUBCHAPTER B. MEMBERSHIP

Sec. 852.101 [6240-.]. GENERAL MEMBERSHIP REQUIREMENT. (a) Except as
otherwise provided by this subchapter, a person who is not a member becomes a member
of the retirement system if:

(1) on the date a municipal department's participation in the retirement system
becomes effective, the person is an employee of the department;

(2) after August 31, 1987, the person becomes an employee of a participating
department; or
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(3) the person on August 31, 1987, is an employee of a participating department but
is not a member because at the time of employment the person's age exceeded the
maximum age for becoming a member.
(b) Any person to whom Subsection (a)(1) [of this-seetwn] applies becomes a member of

the retirement system on the date the department's participation becomes effective, and
any person to whom Subsection (a)(2) [of this-seei] applies becomes a member of the
retirement system on the date the person is employed. A person to whom Subsection
(a)(3) [e9-this-seetion] applies becomes a member of the retirement system on September
1, 1987.

Sec. 852.102 [62402]. EXCEPTION TO GENERAL MEMBERSHIP REQUIRE-
MENT. (a) If on the effective date of participation of the employing department, a
person had with a municipality an employment contract that is violated by the member-
ship requirement of Section 852.101(a)(1) (69 101(a)(1) of this subtitle], the person is not
required, but may elect, to become a member of the retirement system.

(b) If a person who is qualified to make an election under this section has been notified
that the municipality has elected to participate in the retirement system, or if the person
makes contributions to the retirement system, the person is considered to have elected
membership in the retirement system unless before the date the municipality's partic-
ipation becomes effective the person files with the board of trustees written notice of an
election not to become a member.

(c) A person who elects under this section not to become a member may never become a
member of the retirement system.

Sec. 852.103 [62403]. WITHDRAWAL OF CONTRIBUTIONS. A living person who is
not an employee of a participating department and who has not retired may, after
application, withdraw all of the accumulated contributions credited to the person's
individual account in the employees saving fund, and the retirement system shall close the
account.

Sec. 852.104 [62404]. TERMINATION OF MEMBERSHIP. (a) Except as otherwise
provided by this section, a person terminates membership in the retirement system by:

(1) death;
(2) retirement;
(3) withdrawal of all of the person's contributions while the person is absent from

service; or
(4) absence from service for more than 60 consecutive months.

(b) A member of the retirement system is not absent from service and continues to
accumulate credited service if at any time during a state of war involving the United
States, during a conflict between the armed forces of the United States and the armed
forces of a foreign country, or before the first anniversary of the last day of the war or
conflict, the person:

(1) performs active duty service in the armed forces of the United States or their
auxiliaries;

(2) performs active duty service in the armed forces reserve of the United States or
their auxiliaries;

(3) performs service in the American Red Cross; or
(4) is conscripted and performs war-related service.

(c) If a member of the retirement system is an employee of a participating department
of a municipality that, as provided by this subtitle, allows a person to terminate
employment and remain eligible for retirement after accumulating a specified amount of
credited service, and if the person meets the requirement, the person may terminate
employment and is not subject to loss of membership because of absence from service.

(d) Termination of membership in the retirement system terminates membership in the
supplemental disability benefits fund.

Sec. 852.105 [62405]. OPTIONAL PRIOR SERVICE CREDITS. (a) The governing
body of a municipality that has an effective date of participation in the retirement system
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before September 1, 1987, and that allows service retirement of a member at age 60 or
older with at least 10 years of credited service may by ordinance allow prior service credit
for service performed for the municipality before September 1, 1987, by any person who
at the time of performing the service was not a member because at the time of
employment the person's age exceeded the maximum age for becoming a member.

(b) A governing body may not adopt an ordinance under this section unless the actuary
first determines, on the basis of mortality and other tables adopted by the board of
trustees, that all obligations of the municipality to the municipality accumulation fund,
includng obligations proposed under the ordinance, can be funded by the municipality
within its maximum contribution rate and within its amortization period.

Sec. 852.106 [62400]. INELIGIBILITY FOR MEMBERSHIP; MULTIPLE RETIRE-
MENT SYSTEM MEMBERSHIP. (a) Except as provided by this section:

(1) a person who is elected to public office is not an employee eligible for membership
in the retirement system; and

(2) a person is not an employee eligible for membership and is not eligible to receive
credited service in this retirement system for service performed that makes a person
eligible for membership or is creditable in another pension fund or retirement system
that is at least partly supported at public expense.
(b) A person may simultaneously receive credit or benefits for service performed

during the same period in the retirement system and the federal program providing old
age and survivors insurance.

(c) If a volunteer firefighter or an elected officer is employed by a participating
municipality in another capacity that satisfies the definition of "employee" under this
subtitle, the person may be a member of, and receive service credit in, the retirement
system for service performed in the other capacity.

(d) If a person is elected to an office of a municipality that began participating in the
retirement system after December 31, 1981, the person is required to become a member
of the retirement system as of the date the person takes office or the effective date of
participation, whichever is later. If a person is elected to an office of a municipality that
has adopted an ordinance under Section 852.107 [62.107 o this subtitle.], the person is
required to become a member of the retirement system as of the date the person takes
office or the effective date of the ordinance, whichever is later.

Sec. 852.107 [62407]. OPTIONAL MEMBERSHIP REQUIREMENT FOR ELECTED
OFFICERS. (a) The governing body of a municipality that began participation in the
retirement system before January 1, 1982, by ordinance may provide that persons who
hold and are regularly engaged in the performance of duties of an elective office that
normally requires actual performance of services in a participating department of the
municipality for not less than 1,000 hours a year are employees required to become
members of the retirement system.

(b) An ordinance under this section takes effect on the first day of any calendar month
after adoption that is designated by the governing body adopting the ordinance.

(c) A person required to become a member under an ordinance adopted under this
section becomes a member on the effective date of the ordinance or the date the person
takes office, whichever is later, unless the date the person takes office is after the
effective date of the ordinance and the person is then ineligible for membership under
applicable age restrictions of this subtitle.

(d) A person who becomes a member as provided by this section is entitled to prior
service credit as provided by Section 858.302 [63.302 of this subtitle].

Sec. 852.108 [6240 ]. RESUMPTION OF SERVICE BY RETIREE. (a) Except as
provided by this section, a retiree is not entitled to be paid a service retirement benefit for
any month in which the retiree is regularly employed by any participating municipality.
If a retiree is paid a retirement benefit for any month during which the retiree is
ineligible as provided by this section, the benefit otherwise payable to the retiree for
subsequent months shall be suspended for an equivalent period. Loss of benefits
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pursuant to this section does not extend any period of guaranteed benefits elected
pursuant to any provision of this subtitle.

(b) For purposes of this section, a retiree is not considered regularly employed by a
participating municipality if the retiree is employed for 700 hours or less during any
calendar year.

(c) Each participating municipality that employs a retiree shall report the fact and
terms of employment and payment of the retiree on a form prescribed by the board.

(d) A person who has retired under this subtitle because of service may not rejoin the
retirement system.
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CHAPTER 853 [63]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 853,001 [60=03]. TYPES OF CREDITABLE SERVICE

Sec. 853.002 [3=,002]. BENEFIT ELIGIBILITY BASED ON CREDITED SERVICE

Sec. 853.003 [03,003]. CREDITED SERVICE PREVIOUSLY CANCELED

[Sections 853.004-853.100 [63.04-6340] reserved for expansion]

SUBCHAPTER B. ESTABLISHMENT OF PRIOR SERVICE

Sec. 853.101 [634O]. CREDITABLE PRIOR SERVICE

Sec. 853.102 [3=02]. ELIGIBILITY FOR PRIOR SERVICE

Sec. 853.103 [03403]. STATEMENT OF PRIOR SERVICE

Sec. 853.104 [03404]. CERTIFICATION OF SERVICE AND
AVERAGE COMPENSATION

Sec. 853.105 [03405]. DETERMINATION OF PRIOR SERVICE CREDIT

Sec. 853.106 [0 94]. PRIOR SERVICE CERTIFICATE

Sec. 853.107 [6&1M7]. VOID PRIOR SERVICE CERTIFICATE

[Section 853.108-853.200 [63408-03=] reserved for expansion]

SUBCHAPTER C. ESTABLISHMENT OF CURRENT SERVICE

Sec. 853.201 [6320]. CREDITABLE CURRENT SERVICE

[Sections 853.202-853.300 [63202-6340] reserved for expansion]

SUBCHAPTER D. OPTIONAL SERVICE

Sec. 853.301 [3,0]. SERVICE FOR CERTAIN PUBLIC FACILITIES

Sec. 853.302 [6302]. SERVICE FOR ELECTED OFFICERS

[Sections 853.303-853.400 [630-6400] reserved for expansion]

SUBCHAPTER E. OPTIONAL INCREASES IN SERVICE CREDITS

Sec. 853.401 [N0]. ORDINANCE AUTHORIZING UPDATED SERVICE CREDITS

See. 853.402 [63,402]. DETERMINATION OF UPDATED SERVICE CREDITS

Sec. 853.403 [03,403]. APPROVAL OF ORDINANCE

[Sections 853.404-853.500 [62A04-03.500] reserved for expansion]

SUBCHAPTER F. OPTIONAL MILITARY SERVICE

See. 853.501 [0 ]. CREDITABLE MILITARY SERVICE

See. 853.502 [63,502]. ESTABLISHMENT OF MILITARY SERVICE CREDIT

Sec. 853.503 [6034]. USE OF MILITARY SERVICE CREDIT

[Sections 853.504-853.600 [ ] reserved for expansion]

SUBCHAPTER G. OPTIONAL UPDATED SERVICE CREDIT FOR
TRANSFERRED SERVICE

Sec. 853.601 [(0 ]. ORDINANCE AUTHORIZING UPDATED SERVICE CREDIT
FOR TRANSFERRED SERVICE
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CHAPTER 853 [63]. CREDITABLE SERVICE

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 858.001 [63,00]. TYPES OF CREDITABLE SERVICE. The types of service
creditable as credited service in the retirement system are prior service and current
service.

Sec. 853.002 [63,002]. BENEFIT ELIGIBILITY BASED ON CREDITED SERVICE.
A member's eligibility to receive a benefit is based on credited service at the time of
retirement.

Sec. 858.003 [633]. CREDITED SERVICE PREVIOUSLY CANCELED. (a) An
eligible member who has withdrawn contributions and canceled credited service in the
retirement system may reestablish the canceled credit in the system if the governing body
of the municipality that currently employs the member by ordinance authorizes reestab-
lishment of the credit by eligible employee members.

(b) A member eligible to reestablish credit under this section is one who has, since
resuming membership, at least 24 consecutive months of credited service as an employee
of the municipality for which the ordinance was adopted.

(c) A member may reestablish credit by depositing with the retirement system in a
lump sum the amount withdrawn from the system, plus a withdrawal charge computed at
an annual rate of five percent from the date of withdrawal to the date of redeposit.

(d) Credit reestablished under this section is treated as if all service on which the credit
is based were performed for the municipality authorizing the reestablishment.

(e) A governing body may not adopt an ordinance under Subsection (a) [of4his soeien]
unless the actuary first determines that all obligations charged against the municipality's
account in the municipality accumulation fund, including the obligations proposed in the
ordinance, can be funded by the municipality within its maximum contribution rate and
within its amortization period.

[Sections 853.004-858.100 [63 004-63 0 ] reserved for expansion]

SUBCHAPTER B. ESTABLISHMENT OF PRIOR SERVICE

Sec. 85S.101 [63=]. CREDITABLE PRIOR SERVICE. Prior service creditable in
the retirement system is:

(1) service performed as an employee of a participating department of a municipality
before the date the department's participation in the retirement system became effec-
tive;

(2) for a person who becomes a member of the retirement system under Section
852.105 [62.105 of this subti!oe], service performed as an employee of a participating
department during a time the person was ineligible for membership because of age; or

(3) for a person entitled to prior service credit under Section 858.102(a)(3)
[63.102(aX3) of this subtie], service for which current service credit has not been
granted that was performed as an employee of a participating department during a
time the person was ineligible to participate because of age.

Sec. 853.102 [6 ]. ELIGIBILITY FOR PRIOR SERVICE. (a) A member is eligi-
ble to receive credit in the retirement system for prior service if the member:

(1) became a member as an employee of a department of a municipality on the
effective date of the department's participation in the retirement system;

(2) became a member as an employee of a department of a municipality before the
fifth anniversary of the effective date of the department's participation and continued
as an employee of a participating department of the municipality for at least five
consecutive years after reemployment; or
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(3) became a member September 1, 1987, by virtue of Sections 852.101(a)(8) and (b)
[62.101(aX3) and (b) of this subtitlo] and has service before that date with a municipality
that has adopted the provisions of Section 852.105 [6205].
(b) The board of trustees may adopt rules concerning eligibility for prior service under

this section.
Sec. 853.103 [6340]. STATEMENT OF PRIOR SERVICE. A member may claim

credit for prior service by filing a detailed statement of the service with the city clerk or
city secretary of the municipality for which the service was performed.

Sec. 858.104 [63104]. CERTIFICATION OF SERVICE AND AVERAGE COMPEN-
SATION. (a) As soon as practicable after a member files a statement of prior service
under Section 853.108 [63.103 of this subtitle], the municipality that employs the person
who receives the statement shall verify the prior service claimed and certify to the board
of trustees the amount of service approved and the member's average prior service
compensation.

(b) The average prior service compensation of a member is computed as the average
monthly compensation for service performed for a participating department of the
municipality:

(1) for the 36 months immediately preceding the effective date of the department's
participation in the retirement system; or

(2) if the member did not perform service in each of the 36 months immediately
preceding participation, for the number of months of service within the 36-month
period.
(c) The board of trustees may adopt rules concerning verification and certification of

service and compensation under this tection.
Sec. 858.105 [63405]. DETERMINATION OF PRIOR SERVICE CREDIT. (a) After

receiving a certification of prior service and average prior service compensation under
Section 858.104 [632.104 of this subtitle], the board of trustees shall determine the
member's prior service credit.

(b) For an employee of a municipality having an effective date of participation in the
retirement system before January 1, 1976, the prior service credit is an amount equal to
the accumulation at interest of a series of equal monthly amounts for the number of
months of approved prior service. Each monthly amount equals 10 percent of the
member's average prior service compensation, or $300 a month, whichever is less.
Interest is allowed at the end of each 12-month period on an accumulated amount at the
beginning of each period and is credited only for each whole 12-month period.

(c) For an employee of a municipality having an effective date of participation in the
retirement system after December 31, 1975, the prior service credit is an amount
computed as a percentage determined as provided by Subsection (d) [f -this-seetion], times
a base credit equal to the accumulation at three percent interest of a series of monthly
amounts for the number of months of approved prior service, times the sum of:

(1) the rate of contributions required of employees of the municipality for current
service; plus

(2) the rate described in Subdivision (1) [of this subsection] times the municipal
current service matching ratio.
(d) The governing body of a municipality having an effective date of retirement system

participation after December 31, 1975, shall determine in the ordinance providing for
participation the percentage to be applied against the base credit in computing a prior
service credit under Subsection (c) [oftWesetion]. The percentage adopted may be any
multiple of 10 percent that does not exceed 100 percent of the base credit. A governing
body may not adopt a percentage under this subsection until the actuary first determines,
and the board of trustees concurs in the determination, that the municipality is able to
fund, before the 25th anniversary of the effective date of its participation in the
retirement system, all prior service obligations that the municipality proposes to assume
under this section.
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(e) The prior service credit of a person who becomes a member of the retirement
system under Section 852.105 [62.105 of this subtitle] or who is entitled to prior service
credit under Section 858.102(a)(3) [63.109(a)(3) of this subtitle] is computed on the
percentage of the base prior service credit that was most recently used by the person's
employing municipality in computing prior or updated service credits for current employ-
ees.

(f) Interest on a prior service credit is earned for each whole year beginning on the
effective date of membership and ending on the effective date of retirement.

Sec. 85S.106 [6,106]. PRIOR SERVICE CERTIFICATE. (a) After determining a
member's prior service credit under Section 853.105 [63.105 of this subtitl.], the board of
trustees shall issue to the member a prior service certificate stating:

(1) the number of months of prior service credited;
(2) the average prior service compensation; and
(3) the prior service credit.

(b) As long as a person remains a member, the person's prior service certificate is, for
purposes of retirement, conclusive evidence of the information it contains, except that a
member or participating municipality, before the first anniversary of its issuance or
modification, may request the board of trustees to modify the certificate.

Sec. 85S.107 [63O ]. VOID PRIOR SERVICE CERTIFICATE. (a) When a person's
membership in the retirement system is terminated, any prior service certificate issued to
the person becomes void.

(b) A person whose membership has terminated and who subsequently resumes mem-
bership in the retirement system is not entitled to credit for prior service.

[Sections 858.108-858.200 [63408-.90 ] reserved for expansion]

SUBCHAPTER C. ESTABLISHMENT OF CURRENT SERVICE

Sec. 853.201 [6201]. CREDITABLE CURRENT SERVICE. Service performed as an
employee member of a participating department of a municipality is credited in the
retirement system for each month for which the required contributions are made by the
member.

[Sections 858.202-8538.00 [63909-63 30 ] reserved for expansion]

SUBCHAPTER D. OPTIONAL SERVICE

Sec. 859.301 [62 201]. SERVICE FOR CERTAIN PUBLIC FACILITIES. (a) The
governing body of a participating municipality by ordinance may authorize the granting
of prior service credit in the retirement system for service performed in a public hospital,
utility, or other public facility currently operated by the municipality, during a time the
facility was operated by a unit of government other than the municipality and before:

(1) the effective date of the municipality's participation in the retirement system, if
the facility was acquired by the municipality before that date; or

(2) the date of acquisition of the facility, if the facility was acquired after the
effective date of the municipality's participation in the retirement system.
(b) A member eligible to receive credit under this section after an ordinance is adopted

under Subsection (a) [of-this-seotion] is one who was employed by the municipality at a
public facility:

(1) on the effective date of the municipality's participation, for service under Subsec-
tion (a)(1) [of this-seci]; or

(2) on the date of acquisition of the facility, for service under Subsection (a)(2) [of
thisention].
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(c) All credit authorized by a municipality under this section is treated as if it were
performed for the municipality.

Sec. 853.302 [633O2]. SERVICE FOR ELECTED OFFICERS. An elected officer who
becomes a member of the retirement system on the effective date of an ordinance adopted
under Section 852.107 [62.307 of this subtitle] is entitled to prior service credit computed
as provided by Section 853.105 [63 .05 ef this subtitle], except that if the employing
municipality has granted updated service credits, the percentage to be used in computing
a prior service credit under this section is the percentage of the base updated service
credit that was most recently used by the municipality in computing updated service
credits.

[Sections 853.303-853.400 []3303-63400] reserved for expansion]

SUBCHAPTER E. OPTIONAL INCREASES IN SERVICE CREDITS

Sec. 853.401 [634"0-]. ORDINANCE AUTHORIZING UPDATED SERVICE CRED-
ITS. (a) Except as provided by Subsection (b) [oi-thissection], the governing body of a
participating municipality by ordinance may authorize the crediting in the retirement
system of updated service credits for service performed for the municipality by members.
An updated service credit authorized under this section replaces any updated service
credit, prior service credit, special prior service credit, or antecedent service credit
previously authorized for part of the same service.

(b) A municipality may not authorize updated service credits for members who had less
than 36 months of credited service on the date prescribed by Section 853.402(e) [63 402()of this. -subt.ige].

(c) In adapting an ordinance under this section, a governing body shall specify the
percentage of base updated service credits to be used in computing updated service
credits for employees of the municipality and shall specify the date the updated service
credits will take effect. The percentage adopted may be any multiple of 10 percent that
does not exceed 100 percent of a base updated service credit. The effective date must be
January 1 of a year specified by the governing body.

(d) An ordinance under this section also must require, beginning on the effective date
of the updated service credits, that a member's monthly contributions for current service
be based on the member's total monthly compensation from. the municipality, if the
requirement is not already in effect for employees of the municipality.

(e) A governing body that adopts an ordinance under this section shall send it to the
retirement system, and the system must receive it before the effective date of the
updated service credits authorized in the ordinance.

Sec. 853.402 [63A02]. DETERMINATION OF UPDATED SERVICE CREDITS. (a)
If a governing body sends the retirement system an ordinance adopted under Section
858.401 [63.401 of this subtitle], the retirement system shall determine for each affected
member the average updated service compensation, base updated service credit, and
updated service credit.

(b) The average updated service compensation of a member is computed as the monthly
average compensation for:

(1) the 36 months immediately preceding the date prescribed by Subsection (e) [of-this

(2) if the member did not perform service in each of the 36 months described in
Subdivision (1) [of this subsetion], for the number of months of service within the
36-month period; or

(3) if the member did not perform any service within the 36-month period, for the
number of months of service within the 36-month period ending with the last month of
the calendar year in which the member's most recent service was performed.
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(c) The base updated service credit of a member is an amount computed as the number
1.03, times the difference by which the amount computed under Subdivision (1) [of-this
subs.tion] exceeds the amount computed under Subdivision (2), where:

(1) "(1)" is an amount equal to the accumulation at three percent interest of a series
of monthly amounts for the number of months of credited service on the date
prescribed by Subsection (e) [of this se tion], each amount of which equals the
member's average updated service compensation, times the sum of:

(A) the rate of contributions required of the member for current service; plus
(B) the member's contribution rate, times the municipal current service ratio in

effect on the effective date of the ordinance adopted under Section 853.401 [62 401
this-subtitl!]; and where
(2) "(2)" is an amount equal to the sum of:

(A) the amount credited to the member's individual account in the employees
saving fund on the date prescribed by Subsection (e) [of]this;seetio, subject to a 1
to 1 matching ratio, times 2; plus

(B) the amount credited to the member's individual account, subject to a 1.5 to 1
matching ratio, times 2.5; plus

(C) the amount credited to the member's individual account, subject to a 2 to 1
matching ratio, times 3.

(d) The updated service credit of a member is an amount equal to the greatest of the
following:

(1) the percentage determined under Section 853.401(c) [63.401(c) of this subtitle],
times the member's base updated service credit; or

(2) any updated service credit previously authorized by the municipality and in effect
for the member, accumulated at interest as provided by Subsection (f) [of-thi&-seGton]
from the date it took effect to the date prescribed by Subsection (e) [ef-thi.'seotion]; or

(3) the sum of any prior service credit, special prior service credit, and antecedent
service credit previously authorized by the municipality and in effect for the member,
accumulated at interest as provided by Subsection (f) [of-this-seation] from the dates
the credits took effect to the date prescribed by Subsection (e) [oi thi stio].
(e) The date used in computing updated service compensation and updated service

credits under this section is January 1 of the year immediately preceding the January 1 on
which the updated service credits will take effect.

(f) Interest on an updated service credit is earned for each whole calendar year
beginning on the date the updated service credit takes effect and ending on the effective
date of retirement.

Sec. 853.403 [6403]. APPROVAL OF ORDINANCE. (a) An ordinance adopted un-
der Section 853.401 [(63.401 of this subtitle] may not take effect unless the board of
trustees approves the ordinance as meeting the requirements of this section. The board
may not approve an ordinance unless the actuary first determines, and the board concurs
in the determination, that all obligations charged against the municipality's account in the
municipality accumulation fund, including obligations proposed in the ordinance, can be
funded by the municipality within its maximum total contribution rate before the 25th
anniversary of the date the updated service credits take effect.

(b) The board of trustees may adopt rules it finds necessary to ensure [insure] that the
retirement system receives in a timely manner from a municipality the certified informa-
tion the actuary requires to make the necessary determinations before the date the
updated service credits take effect.

[Sections 853.404-858.500 [63 404-63.50] reserved for expansion]

SUBCHAPTER F. OPTIONAL MILITARY SERVICE

Sec. 853.501 [63, 50-]. CREDITABLE MILITARY SERVICE. (a) The governing body
of a participating municipality by ordinance may authorize eligible members in its
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employment to establish credit in the retirement system for active military service
performed as a member of the armed forces or armed forces reserves of the United
States or of an auxiliary of the armed forces or armed forces reserves, during a period in
which the United States is or was involved in a state of conflict with foreign forces.

(b) A member eligible to establish credit for military service creditable as provided by
this section is one:

(1) who is an employee of a municipality that has adopted an ordinance under this
section;

(2) who has at least 10 years of credited service in the retirement system;
(3) who has been an employee of one or more participating municipalities for at least

10 years;
(4) whose military service was terminated by release from active dtty or discharge,

on terms not dishonorable;
(5) who does not receive and is not eligible to receive federal retirement payments

based on 20 years or more of active military duty or its equivalent; and
(6) who does not have and does not receive credit for the service in any other public

retirement system or program established under laws of this state.
(c) A member may not establish more than 60 months of credit in the retirement system

for military service.
(d) The board of trustees by rule shall determine the periods recognized for purposes of

this subtitle as periods of organized conflict.
Sec. 858.502 [63.502]. ESTABLISHMENT OF MILITARY SERVICE CREDIT. (a) A

member may establish credit for military service under this subchapter by depositing with'
the retirement system an amount equal to $15 for each month for which credit is sought.

(b) A member must make the deposit required by this section before the first anniver-
sary of the effective date of the ordinance adopted under Section 853.501 [63.501 of this
subtitle] or before the first anniversary of the date the member becomes eligible to
establish the credit, whichever is later.

(c) The employing municipality shall contribute for service established under this
section an amount equal to the amount required of the member, times the municipality's
current service matching percentage in effect on the date the member applies for credit
under this section.

Sec. 858.508 [63,503]. USE OF MILITARY SERVICE CREDIT. (a) The retirement
system shall use military service credit established under this subchapter in determining
satisfaction of length-of-service requirements for benefits.

(b) When a person who has military service credit retires, the retirement system shall
transfer to the current service annuity reserve fund the amounts paid by the person and
the employing municipality under Section 858.502 [63.502 o this subtitle]. The retirement
system shall use the amounts to make annuity payments to the person computed in the
same manner as is the person's current service annuity, but the credit and the amounts
may not be used in other computations, including computations of updated service credits,
antecedent service credits, prior service credits, or special prior service credits.

[Sections 858.504-858.600 reserved for expansion]

SUBCHAPTER G. OPTIONAL UPDATED SERVICE CREDIT FOR
TRANSFERRED SERVICE

Sec. 858.601 [63.0]. ORDINANCE AUTHORIZING UPDATED SERVICE CREDIT
FOR TRANSFERRED SERVICE. (a) The governing body of a participating municipality
in ordinances authorizing updated service credits under Section 858.401 [6340] on or
after January 1, 1984, may provide that those members who are eligible for such credits
on the basis of service with the granting municipality, who have unforfeited credit for
prior service or [ai4le] current service with another participating municipality or
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municipalities by reason of previous employment, and who are contributing members on
the date prescribed by [Subseetion (e) & Section 853.402(e) [63.402], shall be credited in
the retirement system with updated service credit calculated in the manner prescribed by
Sections 853.401 [6340] and 858.402 [63402], except that in determining the base
updated service credit of the member under [Subdivision (1) of Subsotion ,o) of] Section
858.402(c)(1), [63.402] all unforfeited credited service performed by the member by reason
of previous employment in other participating municipalities prior to the date prescribed
by [S Section 853.402(e) [63A42] shall be treated as if performed in the
service of the municipality adopting the ordinance, and that amount shall be reduced by
an amount equal to the sum of:

(1) 2 times the amount credited to the member's individual accounts in the employees
saving fund on the date prescribed in [Subsoetiic (e) Section 853.402(e) [63.402],
which any participating municipality has undertaken to match on a 1 to 1 ratio; plus

(2) 2.5 times the amount credited to the member's individual accounts, subject to a 1.5
to 1 matching ratio by any participating municipality; plus

(3) 3 times the amount credited to the member's individual accounts, subject to a 2 to
1 matching ratio by any participating municipality; and plus

(4) the sum of all updated service credits, prior service credits, special prior service
credits, and antecedent service credits allowed to the member by any other participating
municipality by which the member was previously employed and to which the member
is entitled.

(b) If the member is granted an updated service credit by a previously employing
municipality on or after the granting of an updated service credit under Subsection (a) [of
this- sation], the updated service credit granted under Subsection (a) [of this -seoion] shall
be reduced by the amount of increase in credits resulting from the granting of updated
service credits by the previous employer.

Ch. 179, § I
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CHAPTER 854 [64]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 854.001 [64,001]. TYPES OF BENEFITS

Sec. 854.002 [64,002]. COMPOSITION OF RETIREMENT ANNUITY

Sec. 854.003 [64003]. EFFECTIVE DATE OF RETIREMENT

Sec. 854.004 [64.004]. WHEN ANNUITY IS PAYABLE

Sec. 854.005 [64005]. REDUCTION OF ANNUITY PAYMENTS ON REQUEST

[Sections 854.006-854.100 [64 00"d640 ] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS

Sec. 854.101 [64401]. APPLICATION FOR SERVICE RETIREMENT

Sec. 854.102 [64,102]. ELIGIBILITY FOR SERVICE RETIREMENT ANNUITY

Sec. 854.103 [64403]. STANDART'D SERVICE RETIREMENT ANNUITY

Sec. 854.104 [64404]. OPTIONAL SERVICE RETIREMENT ANNUITY

Sec. 854.105 [64405]. SELECTION OF OPTIONAL SERVICE
RETIREMENT ANNUITY

[Sections 854.106-854.200 [64a06-64,200] reserved for expansion]

SUBCHAPTER C. OPTIONAL SERVICE RETIREMENT BENEFITS

Sec. 854.201 [64,20]. OPTIONAL SERVICE RETIREMENT ELIGIBILITY

Sec. 854.202 [64.202]. ADDITIONAL OPTION kL SERVICE
RETIREMENT ELIGIBILITY

Sec. 854.203 [64.203]. OPTIONAL INCREASE IN RETIREMENT ANNUITIES

Sec. 854.204 [64,204]. OPTIONAL BENEFIT FOR SURVIVING SPOUSE
OF VESTED EMPLOYEE

[Sections 854.205-854.300 [64,205-64.0] reserved for expansion]

SUBCHAPTER D. DISABILITY RETIREMENT BENEFITS

Sec. 854.301 [64=1]. APPLICATION FOR DISABILITY RETIREMENT ANNUITY

Sec. 854.302 [64.]. ELIGIBILITY FOR DISABILITY RETIREMENT ANNUITY

Sec. 854.303 [640]. CERTIFICATION OF DISABILITY

Sec. 854.304 [f64304]. STANDARD DISABILITY RETIREMENT ANNUITY

Sec. 854.305 [64.304]. OPTIONAL DISABILITY RETIREMENT ANNUITY

Sec. 854.306 [64.W5]. MEDICAL EXAMINATION OF DISABILITY RETIREE

Sec. 854.307 [64.36]. CERTIFICATION OF END OF DISABILITY

See. 854.308 [64307]. RETURN OF DISABILITY RETIREE TO ACTIVE
SERVICE OR EMPLOYMENT

Sec. 854.309 [64.308]. REFUND AT ANNUITY DISCONTINUANCE

[Sections 854.310-854.400 [64.300-64400] reserved for expansion]

SUBCHAPTER E. OPTIONAL DISABILITY RETIREMENT BENEFITS

Sec. 854.401 [64.40-]. ELIGIBILITY FOR SUPPLEMENTAL
DISABILITY RETIREMENT ANNUITY

Sec. 854.402 [64402]. CERTIFICATION AND FINDING OF DISABILITY

Sec. 854.403 [64A03]. SUPPLEMENTAL DISABILITY RETIREMENT ANNUITY

Sec. 854.404 [64.404]. CONDITIONS FOR BENEFITS
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Sec. 854.405 [64A05]. OPTIONAL OCCUPATIONAL DISABILITY
BENEFITS PROGRAM

Sec. 854.406 [64A06]. APPLICATION FOR OCCUPATIONAL
DISABILITY BENEFITS

See. 854.407 [64 A0 ]. ELICIBILITY FOR BENEFITS AND
DETERMINATION OF DISABILITY

Sec. 854.408 [64,408]. STANDARD OCCUPATIONAL DISABILITY
RETIREMENT ANNUITY

Sec. 854.409 [64409]. REPORTS REQUIRED OF RETIREES

Sec. 854.410 [6440]. OPTIONAL OCCUPATIONAL DISABILITY
RETIREMENT ANNUITY

[Sections 854.411-854.500 [64A44-64,500] reserved for expansion]

SUBCHAPTER F. DEATH BENEFITS

Sec. 854.501 [64501]. RETURN OF CONTRIBUTIONS

Sec. 854.502 [64,502]. EXCESS CONTRIBUTIONS OF DISABILITY RETIREE

[Sections 854.508-854.600 [64.503,- ] reserved for expansion]

SUBCHAPTER G. OPTIONAL DEATH BENEFITS

Sec. 854.601 [0401A]. COVERAGE IN SUPPLEMENTAL
DEATH BENEFIT PROGRAM

Sec. 854.602 [64602]. EXTENDED SUPPLEMENTAL DEATH BENEFIT COVERAGE

Sec. 854.608 [64,603]. MEMBER SUPPLEMENTAL DEATH BENEFIT

Sec. 854.604 [64,604]. RETIREE SUPPLEMENTAL DEATH BENEFIT

Sec. 854.605 [6405]. BENEFICIARY OF SUPPLEMENTAL DEATH BENEFIT

CHAPTER 854 [64]. BENEFITS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 854.001 [640"]. TYPES OF BENEFITS. The types of benefits payable by the
retirement system are:

(1) service retirement benefits;
(2) disability retirement benefits; and
(3) death benefits.

Sec. 854.002 [64,002]. COMPOSITION OF RETIREMENT ANNUITY. (a) Each re-
tirement annuity payable under this subtitle consists of a prior service annuity and a
current service annuity.

(b) A prior service annuity is actuarially determined from any updated service credit or
any prior service, special prior service, or antecedent service credit in effect for a member
on the date of retirement, plus accumulated interest.

(c) A current service annuity is actuarially determined on the date of a member's
retirement from the sum of:

(1) the amount credited to the member's individual account in the employees saving
fund; and

(2) the amount from the municipality accumulation fund equal to the amount in the
member's individual account or a greater amount authorized by a participating munici-
pality under Section 855.501 [65. 501 of this eubtitl].
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Sec. 854,.008 [64.003]. EFFECTIVE DATE OF RETIREMENT. (a) The effective date
of a member's service retirement is the date the member designates at the time the
member applies for retirement under Section 854.101 [64.101 of this eubtitle], but the date
must be the last day of a calendar month and may not precede the date the member
terminates employment with all participating municipalities.

(b) If a member dies before retirement and has a valid optional retirement annuity
selection on file with the retirement system, the member is considered to have retired on
the last day of the month immediately preceding the month in which death occurred.

(c) The effective date of a member's disability retirement is the date designated on the
application for retirement filed by or for the member as provided by Section 854.801
[64.301 of this subtitle], but the date may not precede the date the member terminates
employment with all participating municipalities.

Sec. 854.004 [64,004]. WHEN ANNUITY IS PAYABLE. An annuity under this subti-
tle is payable for a period beginning on the last day of the first month following the
month in which retirement occurs and ending, except as otherwise provided by this
subtitle, on the last day of the month immediately preceding the month in which death
occurs.

Sec. 854.005 [64,005]. REDUCTION OF ANNUITY PAYMENTS ON REQUEST. (a)
An annuitant by written request may authorize the retirement system to reduce the
annuitant's monthly payment to an amount specified in the request. In writing, the
annuitant may subsequently request the retirement system to increase the annuitant's
monthly payment to any specified amount that does not exceed the amount originally
payable.

(b) If the retirement system receives a request under Subsection (a) [ef this seatiin],
the director may cause the monthly annuity payment of the requesting annuitant to be
reduced or increased as specified in the request.

(c) Any amounts by which an annuity is reduced under this section are forfeited to the
retirement system and are not recoverable by any person.

[Sections 854.006-854.100 [64.06-64,0] reserved for expansion]

SUBCHAPTER B. SERVICE RETIREMENT BENEFITS

Sec. 854.101 [64,01]. APPLICATION FOR SERVICE RETIREMENT. A member
may apply for service retirement by filing a retirement application with the board of
trustees not less than 30 days nor, if the member has not previously selected an optional
service retirement annuity under Section 854.105 [64.105 of thi subtitle], more than 90
days before the date the member wishes to retire.

Sec. 854.102 [64402]. ELIGIBILITY FOR SERVICE RETIREMENT ANNUITY. (a)
A member is eligible to retire and receive a service retirement annuity, if the member:

(1) is at least 60 years old and has at least 15 years of credited service in the
retirement system; or

(2) has at least 28 years of credited service in the retirement system.
(b) A member is eligible to retire and receive a service retirement annuity, if the

member is at least 50 years old and has at least 25 years of credited service in the
retirement system performed for one or more municipalities that:

(1) have effective dates of participation in the retirement system after May 28, 1969;
or

(2) have adopted a like provision under Section 854.201 [64.20] or 854.202 [64a",-e
this" subt.ile].

(c) A member is eligible to retire and receive a service retirement annuity, if the
member is at least 60 years old and has at least 10 years of credited service ifi the
retirement system performed for one or more municipalities that either have an effective
date of participation in the retirement system after August 26, 1979, or have adopted a
like provision under Section 854.202 [64.2092 f this subtitle].
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(d) A member employed by a municipality having an effective date of participation in
the retirement system after May 28, 1969, may terminate employment and remain eligible
to retire and receive a service retirement annuity at any time after the member attains an
applicable age provided by law for service retirement of employees of the municipality, if
the member has at least 20 years of credited service performed for one or more
municipalities that are either subject to this subsection or have adopted a like provision
under Section 854.201(c) [64.901(e) of this subtitle].

(e) A member employed by a municipality having an effective date of participation in
the retirement system after August 26, 1979, may terminate employment and remain
eligible to retire and receive a service retirement annuity at any time after the member
attains an applicable age and service requirement, if the member has at least 10 years of
credited service performed for one or more municipalities that are either subject to this
subsection or have adopted a like provision under Section 854.202 [64.292 of this subtitle].

(f) A member is eligible to retire and receive a service retirement annuity if the
member has at least 25 years of credited service in the retirement system performed for
one or more municipalities that have participation dates after September 1, 1987, or that
have adopted a like provision under Section 854.20209 [64.202(f) of thi sumbtitle].

Sec. 854.103 [64,0]. STANDARD SERVICE RETIREMENT ANNUITY. (a) The
standard service retirement annuity payable under this subtitle is the sum of a member's
prior service annuity and current service annuity.

(b) A standard service retirement annuity is payable throughout the life of a retiree. If
a retiree dies before 60 monthly payments of a standard service retirement annuity have
been made, the remainder of the 60 monthly payments are payable to the retiree's
designated beneficiary.

See. 854.104 [64404]. OPTIONAL SERVICE RETIREMENT ANNUITY. (a) Instead
of the standard service retirement annuity payable under Section 854.103 [64.03 of this
subtitle!, a retiring member may elect to receive an optional service retirement annuity
under this section.

(b) An optional service retirement annuity is payable throughout the life of the retiree
and is actuarially adjusted from the standard service retirement annuity to its actuarial
equivalent under the option selected under Subsection (c) [e4 this sctini].

(c) An eligible person may select any optional annuity approved by the board of
trustees, the entire benefit of which is certified by the actuary as the actuarial equivalent
of the annuity to which the person is entitled, or may select one of the following options,
which provide that:

(1) after the retiree's death, the reduced annuity is payable throughout the life of a
person designated by the retiree;

(2) after the retiree's death, one-half of the reduced annuity is payable throughout
the life of a person designated by the retiree;

(3) if the retiree dies before 120 monthly annuity payments have been made, the
remainder of the 120 payments are payable to the retiree's beneficiary or, if one does
not exist, to the retiree's estate;

(4) if the retiree dies before 180 monthly annuity payments have been made, the
remainder of the 180 payments are payable to the retiree's beneficiary or, if one does
not exist, to the retiree's estate; or

(5) the annuity is payable only during the retiree's lifetime.
(d) An option under Subsection (c) [ef this section] applies to both prior and current

service annuities, except that prior service annuities are subject to reduction under
Section 855.3080) [65.308(f) of this subtitle].

(e) To select an optional service retirement annuity, a member or retiree must make the
seledtion and designate a beneficiary on a form prescribed by and filed with the board of
trustees before the 31st day after the effective date of retirement.

Sec. 854.105 [644M]. SELECTION OF OPTIONAL SERVICE RETIREMENT AN-
NUITY. (a) A member who is eligible for service retirement may, while continuing to
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perform service for a participating municipality, file with the board of trustees, on a form
prescribed by the board, a selection of an optional service retirement annuity available
under Section 854.104 [64.104 of this subtitle] and a designation of beneficiary. An
annuity selected as provided by this section is payable on the member's retirement or on
the member's death before retirement.
(b) A member may change a selection of an optional annuity or a designation of

beneficiary at any time before the member's retirement or death in the same manner that
the original selection and designation were made.

(c) If a member eligible under this section to select an optional service retirement
annuity dies before retirement without having made a selection, the member's surviving
spouse may select an optional annuity in the same manner as if the member had made the
selection. If there is no surviving spouse, the executor or administrator of the member's
estate may elect:

(1) for an estate beneficiary to receive the optional annuity under Section
854.104 (c)(4) [64104(c)(4) of this subtitle], in which case the member will be considered
to have retired on the last day of the month immediately preceding the month in which
death occurred; or

(2) for the estate to receive a refund of the member's accumulated contributions
under Section 854.501 [64.501 of this subtitle], in which case the member will be
considered to have been a contributing member at the time of death.

[Sections 854.106-854.200 [64406-64200] reserved for expansion]

SUBCHAPTER C. OPTIONAL SERVICE RETIREMENT BENEFITS

See. 854.201 [64,26]. OPTIONAL SERVICE RETIREMENT ELIGIBILITY. (a) The
governing body of a municipality having an effective date of participation in the
retirement system before May 29, 1969, by ordinance may authorize eligibility for a
service retirement annuity as provided by this section.

(b) The governing body may authorize a member who is an employee of the municipali-
ty to be eligible for service retirement who is at least 50 years old and has at least 25
years of credited service performed for one or more municipalities that either have
authorized eligibility under this section or are subject to Section 854.102(d) [64 102(d) -"
thit mubtitle], or to terminate employment and remain eligible to retire and receive a
service retirement annuity at any time after the member attains an applicable age
provided by law for service retirement of employees of the municipality, if the member
has at least 20 years of credited service performed for one or more municipalities that
either have authorized eligibility under this section or are subject to Section 854.102(d)
[64 109(d) of this subtitle].

(c) A governing body may not adopt an ordinance under this section unless the actuary
first determines that all obligations charged against the municipality's account in the
municipality accumulation fund, including the obligations proposed in the ordinance, can
be funded by the municipality within its maximum contribution rate and within its
amortization period.

See. 854.202 [64,202]. ADDITIONAL OPTIONAL SERVICE RETIREMENT ELIGI-
BILITY. (a) The governing body of a municipality that has an effective date of
participation in the retirement system after December 31, 1975, or that has previously
authorized updated service credits, by ordinance may authorize eligibility for a service
retirement annuity as provided by this section for a member who is or was an employee of
any participating department of the municipality.

(b) The governing body may authorize a member to retire and receive a service
retirement annuity, if the member:

(1) is at least 50 years old and has at least 25 years of credited service performed for
one or more municipalities that have authorized eligibility under this subdivision; or
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(2) is at least 60 years old and has at least 10 years of credited service performed for
one or more municipalities that either have authorized eligibility under this subdivision
or have a participation date in the retirement system after August 26, 1979.
(c) The governing body may authorize a member who is or was an employee of the

municipality to terminate employment and remain eligible to retire and receive a service
retirement annuity at any time after the member attains an applicable age and service
requirement, if the member has at least 10 years of credited service performed for one or
more municipalities that either have authorized eligibility under this subsection or are
subject to Section 854.102(e) [64.109(e) 9o this subtitle].

(d) An ordinance adopted under this section must also include the provisions specified in
Section 852.105 [6.105 of this tle]. A governing body may not adopt an ordinance
under this section unless the actuary first determines, on the basis of mortality and other
tables adopted by the board of trustees, that all obligations of the municipality to the
municipality accumulation fund, including obligations proposed under the ordinance, can
be funded by the municipality within its maximum contribution rate and within its
amortization period.

(e) The governing body shall specify the effective date of an ordinance under this
section, which may be the first day of any month after the month in which the actuary
makes the determination required by Subsection (d) [of-this-aetioR].

(f) The governing body may authorize a member to retire and receive a service
retirement benefit if the member has at least 25 years of credited service performed for
one or more municipalities that either have authorized eligibility under this subdivision or
have a participation date in the retirement system after September 1, 1987.

Sec. 854.203 [64,203]. OPTIONAL INCREASE IN RETIREMENT ANNUITIES. (a)
The governing body of a participating municipality by ordinance, from time to time but
not more frequently than once in each 12-month period, may authorize and provide for
increased annuities to be paid to retirees and beneficiaries of deceased retirees of the
municipality. An annuity increased under this section replaces any annuity or increased
annuity previously granted to the same person.

(b) The amount of annuity increase under this section is computed as the sum of the
prior and current service annuities on the effective date of retirement of the person on
whose service the annuities are based, multiplied by:

(1) the percentage change in the Consumer Price Index for All Urban Consumers,
published by the Bureau of Labor Statistics of the United States Department of Labor,
from December of the year immediately preceding the effective date of the person's
retirement to the December that is 13 months before the effective date of the ordinance
providing the increase; and

(2) a fraction, specified by the governing body in the ordinance, that is not less than
10 percent nor more than 70 percent and is a multiple of 5 percent.
(c) Except as provided by Subsection (g) [tis--setione], the effective date of an

ordinance under this section is January 1 of the year that begins after the year in which
the governing body adopts and notifies the retirement system of the ordinance.

(d) An increase in an annuity that was reduced because of an option selection is
reducible in the same proportion and in the same manner that the original annuity was
reduced.

(e) If a computation under Subsection (b) [of this sectio] does not result in an increase
in the amount of an annuity, the amount of the annuity may not be changed under this
section.

(f) The amount by which an increase under this section exceeds all previously granted
increases to an annuitant is payable as a prior service annuity, is an obligation of the
municipality's account in the municipality accumulation fund, and is subject to reduction
under Section 855.8080) [65. 308(f) of this subtitle].

(g) An ordinance under this section may not take effect until it is approved by the
board of trustees as meeting the requirements of this section. The board may not
approve an ordinance unless the actuary first determines that all obligations charged
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against the municipality's account in the municipality accumulation fund, including the
obligations proposed in the ordinance, can be funded by the municipality within its
maximum contribution rate before the 25th anniversary of the effective date of the
increases.

(h) A governing body may not authorize and provide for annuity increases under this
section unless it simultaneously provides for updated service credits under Subchapter E
of Chapter 853 [63 of this subtitle].

Sec. 854.204 [6.4.204]. OPTIONAL BENEFIT FOR SURVIVING SPOUSE OF VEST-
ED EMPLOYEE. (a) This section applies to all municipalities having a participation date
in the retirement system after August 31, 1987. The governing body of any municipality
having an earlier effective date of participation may by ordinance adopt the provisions of
this section if the actuary first determines, on the basis of mortality and other tables
adopted by the board of trustees, that all obligations of the municipality to the municipali-
ty accumulation fund, including obligations proposed under the ordinance, can be funded
by the municipality within its maximum contribution rate and within its amortization
period.

(b) If a member who has sufficient credited service performed for municipalities that
have adopted or are subject to this section to entitle the member to withdraw from
service, to leave on deposit with the retirement system the member's accumulated
contributions and, on attainment of an age prescribed by this subtitle, to retire with a
service retirement benefit dies before becoming eligible for service retirement and leaves
surviving a lawful spouse whom the member has designated as beneficiary entitled to
payment of the member's accumulated contributions in the event of the member's death
before retirement, the surviving spouse may by written notice filed with the board elect to
leave the accumulated deposits with the retirement system subject to the terms of this
section. If the accumulated deposits have not been withdrawn before such time as the
member, if living, would have become entitled to service retirement, the surviving spouse
may elect to receive, in lieu of the accumulated deposits, an annuity payable monthly
during the lifetime of the surviving spouse in the amount that would have been payable to
the surviving spouse had the member lived and retired at that date under an optional
annuity described by Section 854.104(c)(1) [64104(a)(1) of thi subtitle].

(c) At any time before payment of the first monthly benefit of an annuity, a surviving
spouse to whom this section applies may, after filing a written application with the board
of trustees, receive payment of the accumulated contributions credited to the account of
the member in lieu of any benefits otherwise payable under this section. If the surviving
spouse dies before payment of the first monthly benefit of an annuity allowed under this
section, the accumulated contributions credited to the account of the member shall be paid'
to the estate of the spouse.

[Sections 854.205-854.800 [64 90"4 300] reserved for expansion]

SUBCHAPTER D. DISABILITY RETIREMENT BENEFITS

Sec. 854.301 [64.30l]. APPLICATION FOR DISABILITY RETIREMENT ANNUITY.
(a) A member may apply for a disability retirement annuity by:

(1) filing an application for retirement with the board of trustees; or
(2) having an application filed with the board by the member's employer or legal

representative.
(b) An application for a disability retirement annuity may not be made less than 30 nor

more than 90 days before the date the member wishes to retire.
(c) An applicant must submit to medical examination as required by the medical board.
Sec. 854.302 [64,302]. ELIGIBILITY FOR DISABILITY RETIREMENT ANNUITY.

(a) A member who has less than 10 years of credited service in the retirement system is
eligible to retire and receive a disability retirement annuity if the member is the subject of
a certification issued as provided by Section 854.308(b)(1) [64.303(b)(1) of this subtitle].
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(b) A member who has at least 10 years of credited service in the retirement system
but is not eligible for a service retirement annuity is eligible to retire and receive a
disability retirement annuity if the member is the subject of a certification issued as
provided by Section 854.308(b)(2) [64.303(b)(2) of this subtitle].

Sec. 854.803 [64.=03]. CERTIFICATION OF DISABILITY. (a) As soon as practica-
ble after an application for disability retirement is filed, the medical board shall evaluate
the medical and other pertinent information concerning the member's application.

(b) The medical board shall issue a certification of disability and send it to the board of
trustees if the medical board finds:

(1) in the case of a member who has less than 10 years of credited service in the
retirement system, that:

(A) the member is mentally or physically incapacitated for the further performance
of duty;

(B) the incapacity is the direct result of injuries sustained during membership by
external and violent means as a direct and proximate result of the performance of
duty;

(C) the incapacity is likely to be permanent; and
(D) the member should be retired; or

(2) in the case of a member who has at least 10 years of credited service in the
retirement system but is not eligible for a service retirement annuity, that:

(A) the member is mentally or physically incapacitated. for the further performance
of duty;

(B) the incapacity is likely to be permanent; and
(C) the member should be retired.

Sec. 854,304 [644]. STANDARD DISABILITY RETIREMENT ANNUITY. (a)
The standard disability retirement annuity payable under this subtitle is the sum of a
member's prior service annuity and current service annuity.

(b) A prior service annuity is subject to reduction as provided by Section 855.808(9)
[65.308(f) of this subtitle].

(c) A standard disability retirement annuity is payable throughout the life of a retiree.
When a retiree who receives an annuity under this section dies, an additional benefit may
be payable under Section 854.502 [6.502 of this subtitle].

Sec. 854.805 [64.W4]. OPTIONAL DISABILITY RETIREMENT ANNUITY. (a) In-
stead of the standard disability retirement annuity payable under Section 854.804 [64.304
G-ti-sbtitU], a member retiring for disability may elect to receive an optional disability
retirement annuity under this section.

(b) An optional disability retirement annuity is payable throughout the life of the
retiree and is actuarially adjusted from the standard disability retirement annuity to its
actuarial equivalent under the option selected under Subsection (c) [eithis- Gotieo].

(c) An eligible person may select any optional annuity approved by the board of
trustees, the entire benefit of which is certified by the actuary as the actuarial equivalent
of the annuity to which the person is entitled, or may select one of the following options,
which provide that:

(1) after the retiree's death, the reduced annuity is payable throughout the life of a
person designated by the retiree;

(2) after the retiree's death, one-half of the reduced annuity is payable throughout
the life of a person designated by the retiree;

(3) if the retiree dies before 120 monthly annuity payments have been made, the
remainder of the 120 payments are payable to the retiree's beneficiary or, if one does
not exist, to the retiree's estate; or

(4) if the retiree dies before 180 monthly annuity payments have been made, the
remainder of the 180 payments are payable to the retiree's beneficiary or, if one does
not exist, to the retiree's estate.
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(d) An option under Subsection (c) [of--thissetion] applies to both prior and current
service annuities, except that prior service annuities are subject to reduction under
Section 855.808() [65,308(t) of thism btitlo].

(e) To select an optional disability retirement annuity, a member or retiree must make
the selection and designate a beneficiary on a form prescribed by and filed with the board
of trustees before the 31st day after the effective date of retirement.

(f) If a disability retirement annuity is discontinued under Section 854.308 [64 .. o _
thiwa-ahtit], any selection of an option that applies to the annuity becomes void.

Sec. 854.806 [64.05]. MEDICAL EXAMINATION OF DISABILITY RETIREE. (a)
Once each year during the first five years after a person retires for disability, and once in
each three-year period after that, the board of trustees may require a disability retiree
who is less than 60 years old to undergo a medical examination.

(b) An examination under this section may be held at the retiree's residence or at any
place mutually agreed to by the board and the retiree. The board shall designate a
physician to perform the examination.

(c) If a disability retiree refuses to submit to a medical examination as provided by this
section, the board of trustees shall suspend the retiree's annuity payments until the
retiree submits to an examination. If a retiree has not submitted to an examination as
provided by this section before the first anniversary of the date of first refusal, the board
shall revoke all rights of the retiree to an annuity.

Sec. 854.307 [6440)]. CERTIFICATION OF END OF DISABILITY. (a) If the medi-
cal board finds that a disability retiree is no longer mentally or physically incapacitated
for the performance of duty or is able to engage in gainful occupation, it shall certify its
findings and submit them to the board of trustees.

(b) If the board of trustees concurs in a certification under this section, it shall
discontinue annuity payments to the retiree.

Sec. 854.808 [640 ]. RETURN OF DISABILITY RETIREE TO ACTIVE SERVICE
OR EMPLOYMENT. (a) If a retiree who is less than 60 years old and who is receiving a
disability retirement annuity resumes employment with a participating municipality or
otherwise becomes gainfully employed, the person automatically resumes membership in
the retirement system, and the board of trustees shall terminate the person's annuity
payments.

(b) If a person resumes membership under this section, the retirement system shall
restore to effect any prior service credit, special prior service credit, antecedent service
credit, or updated service credit used in determining the amount of the person's annuity
at the time of disability retirement. If the person subsequently retires, the retirement
system shall allow the person credit for all current service for which required contribu-
tions have been made and not withdrawn.

Sec. 854.309 [64,08]. REFUND AT ANNUITY DISCONTINUANCE. (a) Except as
provided by Subsection (b) [of-this seetio], if a disability retirement annuity is discontin-
ued under Section 854.307 [64.306 of this subtitle] or the right to an annuity revoked
under Section 854.306(c) [64.305(a) of this subtit!o], the retiree is entitled to a lump-sum
payment in an amount, if any, by which the amount in the retiree's individual account in
the employees saving fund at the time of disability retirement exceeds the amount of
current service annuity payments made before the date the annuity was discontinued or
the right to an annuity revoked.

(b) The benefit provided by this section is not payable to a retiree who resumes
employment with a participating subdivision or otherwise becomes gainfully employed.

(c) The benefit provided by this section is payable from the current service annuity
reserve fund.
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[Sections 854.810-854.400 [64,09-64A00] reserved for expansion]

SUBCHAPTER E. OPTIONAL DISABILITY RETIREMENT BENEFITS

Sec. 854.401 [64.4U]. ELIGIBILITY FOR SUPPLEMENTAL DISABILITY RETIRE-
MENT ANNUITY. (a) A member as an employee of a municipal department included, as
provided by Section 852.008 [(62.9003 of this subt-le], in the coverage of the supplemental
disability benefits fund is eligible to retire and receive a supplemental disability retire-
ment annuity if the member:

(1) is eligible to receive a disability retirement annuity under Section 854.802 [64.302
ef-hia a'btitle];

(2) is the subject of a certification and finding under Section 854.402 [64402-of4his
btitle], as well as a certification under the applicable finding provided by Section

854.808 [6 .303 of this subtitle]; and
(3) filed [fil"s] an application for the benefits before January 1, 1989.

(b) Any claim for supplemental disability benefits not filed with the board of trustees
before January 1, 1989, is barred.

Sec. 854 .402 [64A02]. CERTIFICATION AND FINDING OF DISABILITY. (a) The
medical board shall issue and send to the board of trustees a certification of disability for
a member included in the coverage of the supplemental disability benefits fund if, after a
medical examination of the member, the medical board finds that the member is mentally
or physically incapacitated and is unable to engage in gainful occupation.

(b) A member is entitled to a supplemental disability retirement annuity if the board of
trustees, after receiving a certification of disability for the member under this section,
finds that the member's incapacity:

(1) is the direct result of injuries sustained after the effective date of coverage of the
member in the supplemental disability benefits fund and before January 1, 1988, as a
direct and proximate result of the performance of the duties of the member's employ-
ment; and

(2) is likely to be permanent.
Sec. 854.408 [64,403]. SUPPLEMENTAL DISABILITY RETIREMENT ANNUITY.

(a) A supplemental disability retirement annuity payable under this subtitle is an amount
that, when added to a member's standard disability retirement annuity or, if the member
is eligible for service retirement, to the member's standard service retirement annuity,
equals one-half of the member's average monthly compensation for service as an
employee of a participating department of a municipality:

(1) for the 60 months immediately preceding the month in which the injury occurred;
or

(2) if the member did not perform service in each of the 60 months immediately
preceding the month in which the injury occurred, for the number of months of service
within the 60-month period.
(b) In a computation of average monthly compensation under this section, compensation

is excluded that exceeds the maximum amount on which the member was required to
make contributions to the retirement system.

Sec. 854.404 [64A04]. CONDITIONS FOR BENEFITS. (a) Supplemental disability
benefits payable from the supplemental disability benefits fund cease on the death of the
disability retiree and are, except as provided by this subchapter, subject to the same
terms of issuance as are standard disability retirement benefits. The suspension or
discontinuance of a disability retirement annuity automatically suspends or discontinues,
as applicable, a supplemental disability retirement annuity based on the same service.

(b) The board of trustees may reduce proportionally all supplemental disability benefits
payable from the supplemental benefits fund at any time and for a period that the board
finds necessary to prevent payments from the fund in a year from exceeding available
assets in the fund in that year.
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Sec. 854.405 [64,405]. OPTIONAL OCCUPATIONAL DISABILITY BENEFITS PRO-
GRAM. (a) This section and Sections 854.406, 854.407, 854.408, 854.409, and 854.410
[64.406, 64,407, 64.408, 64.409, and 64.410 of thig subtioprvdnfrancuatnl[nA..A~~~~~~~~nn~~ UAAT n AQ l , ho usl~t, providing for an occupational
disability benefits program, apply to municipalities having a participation date in the
retirement system after August 31, 1987. The governing body of any municipality having
an earlier effective date of participation may by ordinance adopt the provisions of this
section and Sections 854.406, 854.407, 854.408, 854.409, and 854.410 [64406, 6-.A07,
64.409, 64.409, and 64.410] in lieu of the disability program provided for under Subchapter
D [of-thisahapto].

(b) A governing body may not adopt an ordinance under this section unless the actuary
first determines, on the basis of mortality and other tables adopted by the board of
trustees, that all obligations of the municipality to the municipality accumulation fund,
including obligations proposed under the ordinance, can be funded by the municipality
within its maximum contribution rate and within its amortization period.

Sec. 854.406 [64,406]. APPLICATION FOR OCCUPATIONAL DISABILITY BENE-
FITS. A member who is employed by a municipality that has adopted or is subject to the
occupational disability benefits program may apply for an occupational disability retire-
ment benefit in the same form and manner as that prescribed by Section 854.301 [64 30-of t.hi.'_ slubtWOfl].

See. 854.407 [64407]. ELIGIBILITY FOR BENEFITS AND DETERMINATION OF
DISABILITY. (a) As soon as practicable after an application for occupational disability
benefits has been filed, the medical board shall evaluate the medical and other pertinent
information concerning the member's application. The medical board may require the
member to be examined by one or more physicians designated by it.

(b) The medical board shall issue a certification of occupational disability and send it to
the board of trustees if the medical board finds:

(1) that the member is physically or mentally disabled for further performance of the
duties of the member's employment;

(2) that the disability is likely to be permanent; and
(3) that the member should be retired.

(c) A member who is issued a certificate by the medical board as provided by this
section is eligible to receive a standard occupational disability retirement annuity on the
terms prescribed by Section 854.408 [64.408 of this subtitle].

Sec. 854.408 [6440]. STANDARD OCCUPATIONAL DISABILITY RETIREMENT
ANNUITY. (a) The standard occupational disability retirement annuity payable under
this subchapter is the sum of the member's prior service annuity and current service
annuity, payable monthly during the lifetime of the retiree, but reduced as to any month
or series of months as provided in this section. A prior service annuity is subject to
reduction under Section 855.30809 [65. 309(f) f this subtitle].

(b) During any month in which a retiree who is less than 60 years old receives earned
income subject to taxation under the Federal Insurance Contributions Act or that [w4"]
would be subject to those taxes if the employer were not an exempt organization, the
standard occupational disability retirement annuity may not exceed the greater of the
following amounts:

(1) the amount that is required to be added to the retiree's earned income for the
month to equal the average compensation on which the retiree made membership
contributions to the retirement system during the 12 months preceding disability
retirement; or

(2) the monthly annuity attributable to the retiree's accumulated contributions at the
time of the person's retirement.
(c) For purposes of this section, the amount received as the standard occupational

disability retirement benefit during any month is considered to include '/I2 of the amount
of any distributive benefit payable to the member under authority of Section 855.311
[65.31 f s hsuibtitle] for the calendar year, but any amount by which the annuity is
increased pursuant to Section 854.203 [64-.202 of thi subtitle] is excluded.
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(d) If a retiree is paid an occupational disability retirement annuity for any month or
series of months in amounts exceeding the sum allowable under Subsection (b) [o-thi
seotion], the retirement system shall reduce subsequent monthly payments successively
until the amounts of the overpayments have been offset.

Sec. 854-.409 [64409]. REPORTS REQUIRED OF RETIREES. (a) A disability re-
tiree who is less than 60 years old and who accepts employment or during any month
receives income that is subject to taxation under the Federal Insurance Contributions Act
shall promptly notify the board of trustees in writing if the amount of the earnings, when
added to the amount of the standard occupational disability retirement benefit, produces a
sum in excess of the average monthly compensation on which the retiree made member
contributions during the 12-month period preceding the date of the person's retirement.

(b) Each retiree who is receiving an occupational disability retirement annuity and is
less than 60 years old shall make annual reports to the board of trustees on such form as
the board may prescribe, concerning receipt by the retiree of income that is subject to
taxation under the Federal Insurance Contributions Act or that would be subject to those
taxes if the employer were not an exempt organization, along with any supporting
information as may be required by the board of trustees. Iit a retiree fails to provide the
information required under this section, the director may suspend payments of the
annuity until the retiree provides the required information.

Sec. 854-.410 [64.440]. OPTIONAL OCCUPATIONAL DISABILITY RETIREMENT
ANNUITY. (a) Instead of the standard occupational disability retirement annuity pay-
able under Section 854.408 [64.408 of this subtitle], a member retiring for disability may
elect to receive an optional occupational disability retirement annuity under this section.

(b) An optional occupational disability retirement annuity is payable throughout the life
of the retiree and is actuarially adjusted from the standard occupational disability
retirement annuity to its actuarial equivalent under the option selected under Subsection(c) (fti eto]

(c) An eligible person may select any optional annuity approved by the board of
trustees, the entire benefit of which is certified by the actuary as the actuarial equivalent
of the annuity to which the person is entitled, or may select one of the following options,
which provide that:

(1) after the retiree's death, the reduced annuity is payable throughout the life of a
person designated by the retiree;

(2) after the retiree's death, one-half of the reduced annuity is payable throughout
the life of a person designated by the retiree;

(3) if the retiree dies before 120 monthly annuity payments have been made, the
remainder of the 120 payments is payable to the retiree's beneficiary or, if one does not
exist, to the retiree's estate; or

(4) if the retiree dies before 180 monthly annuity payments have been made, the
remainder of the 180 payments is payable to the retiree's beneficiary or, if one does not
exist, to the retiree's estate.

(d) An option under Subsection (c) [eo this . e. t!] applies to both prior and current
service annuities, except that prior service annuities are subject to reduction under
Section 855.808(9 [65.308(f) of this subtitle].

(e) To select an optional occupational disability retirement annuity, a member or retiree
must make the selection and designate a beneficiary on a form prescribed by and filed
with the board of trustees before the 31st day after the effective date of retirement.

(f) If a retiree's disability retirement annuity is subject to reduction under Section
854.408 [6 .408 of this subtitle], the reduction of the optional occupational disability
retirement annuity will be based on the relationship of the optional annuity to the
standard disability retirement annuity.
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[Sections 854.411-854.500 [64A41-64500] reserved for expansion]

SUBCHAPTER F. DEATH BENEFITS

Sec. 854.501 [C4,l5O]. RETURN OF CONTRIBUTIONS. (a) Except as provided by
Subsection (c) [oi -4issection], if a member dies before retirement, a lump-sum death
benefit is payable from the employees saving fund in the amount of:

(1) the amount credited to the member's individual account in the fund; plus
(2) interest computed from the beginning of the year in which death occurs through

the end of the month immediately preceding the month in which death occurs at the
rate allowed on member contributions during the preceding year.
(b) The benefit provided by this section is payable to the decedent's estate unless the

decedent has directed that the benefit be paid otherwise.
(c) A benefit is not payable under this section if an annuity based on the decedent's

service is payable under this subtitle.
Sec. 854.502 (642]. EXCESS CONTRIBUTIONS OF DISABILITY RETIREE. (a)

If a person dies who receives a standard disability retirement annuity, a lump-sum death
benefit is payable in an amount, if any, by which the amount in the retiree's individual
account in the employees saving fund at the time of disability retirement exceeds the
amount of current service annuity payments made before the retiree's death.

(b) The benefit provided by this section is payable to the decedent's estate unless the
decedent has directed that the benefit be paid otherwise.

(c) The benefit provided by this section is payable from the current service annuity
reserve fund.

[Sections 854.50--854.600 [640&.44"00] reserved for expansion]

SUBCHAPTER G. OPTIONAL DEATH BENEFITS

Sec. 854.601 [64"]. COVERAGE IN SUPPLEMENTAL DEATH BENEFIT PRO-
GRAM. (a) An employee of a participating municipality is included within the coverage
of the supplemental death benefit program on the first day' of the first month in which:

(1) the employing municipality is participating in the supplemental death benefits
fund for coverage of all members it employs;

(2) the employee is a member of the retirement system; and
(3) the employee is required to make a contribution to the retirement system.

(b) Once established, coverage of a person in the supplemental death benefit program
continues until the last day of a month in which a requirement of Subsection (a) [of-this
seetio is not met.

Sec. 854.602 [64.,02]. EXTENDED SUPPLEMENTAL DEATH BENEFIT COVER-
AGE. (a) A member included in the coverage of the supplemental death benefit program
who fails to earn compensation in a month for service to a municipality participating in
the supplemental death benefits fund is eligible to receive extended coverage in the
program on complying with this section.

(b) A member may apply to the retirement system for extended program coverage and
submit evidence of eligibility for extended coverage.

(c) The board of trustees shall grant extended coverage in the supplemental death
benefit program to an applicant, if the board finds:

(1) that as a result of illness or injury, the member is unable to engage in gainful
occupation; and

(2) that the member made a required contribution to the retirement system as an
employee of a municipality participating in the supplemental death benefits fund for the
month immediately preceding the first full month in which the member was unable to
engage in gainful occupation.
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(d) Once established, extended coverage of a person in the supplemental death benefit
program continues until the last day of the month in which:

(1) the member returns to work as an employee of a participating municipality;
(2) the board of trustees finds that the member is able to engage in gainful

occupation;
(3) the person's membership in the retirement system is terminated; or
(4) the member retires under this subtitle.

(e) The board of trustees by rule may require a member to submit to it annual proof of
continued inability to engage in gainful occupation. The board may require a member to
undergo a medical examination by a physician designated by the board. Failure of a
member to undergo a medical examination as required by this subsection is a ground for
the board's finding that the member has become able to engage in gainful occupation.

Sec. 854.603 [64,03]. MEMBER SUPPLEMENTAL DEATH BENEFIT. (a) If a per-
son included in the coverage or extended coverage of the supplemental death benefit
program dies, a lump-sum supplemental death benefit is payable from the supplemental
death benefits fund in an amount equal to the current annual salary of the member at the
time of death.

(b) Except as provided by Subsection (c) [oVt4-L..t-en], the current annual salary of a
member is computed as the amount paid to the member for service on which contributions
were made to the retirement system during the 12 months immediately preceding the
month of death. If a member did not receive compensation for service in each of the 12
months immediately preceding the month of death, the member's current annual salary is
computed by converting to an annual basis the amount paid to the member on which
contributions were made to the system during the period of employment within the
12-month period. If a member did not receive compensation for service in any of the 12
months immediately preceding the month of death, the member's current annual salary is
computed by converting to an annual basis the rate of compensation payable to the
member during the month of death.

(c) The current annual salary of A member included in the extended coverage of the
supplemental death benefit progr-.m is computed in the manner provided by Subsection
(b) [eithia-aeation] but as if the member had died during the first month of extended
coverage.

(d) If a member makes contributions to the retirement system during the same month
as an employee of more than one municipality participating in the supplemental death
benefits fund, a death benefit is payable only on the basis of the member's most recent
employment.

(e) The board of trustees by rule may require such proof of compensation and periods
of employment as it finds necessary.

Sec. 854.604 [64,604]. RETIREE SUPPLEMENTAL DEATH BENEFIT. If a retiree
dies whose most recent employment as a member of the retirement system was with -
municipality that has elected to provide, and continues to provide, postretirement supple-
mental death benefits, a lump-sum supplemental death benefit is payable from the fund in
the amount of $2,500.

Sec. 854.605 [64,605]. BENEFICIARY OF SUPPLEMENTAL DEATH BENEFIT. (a)
Unless a member has directed otherwise on a form prescribed by the board of trustees
and filed with the retirement system:

(1) a supplemental death benefit under Section 854.603 [64.603 of this subtitle] is
payable to the person entitled to receive the decedent's accumulated contributions; and

(2) a supplemental death benefit under Section 854.604 [64.604 of this subtitle] is
payable to a person entitled to receive any remaining payments of the decedent's
annuity.
(b) If a person entitled under this section to receive a supplemental death benefit does

not survive the member or retiree covered by the supplemental death benefit program,
the benefit is payable to the estate of the covered member or retiree.
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CHAPTER 855 [65]. ADMINISTRATION

SUBCHAPTER A. BOARD OF TRUSTEES
Sec. 855.001 [65001]. COMPOSITION OF BOARD OF TRUSTEES

Sec. 855.002 [65002]. APPOINTMENT

Sec. 855.003 [65003]. ELIGIBILITY

Sec. 855.004 [65,004]. TERM OF OFFICE

Sec. 855.005 [65 005]. OATH OF OFFICE
Sec. 855.006 [65006]. APPLICATION OF SUNSET ACT

Sec. 855.007 [650]. MEETINGS
Sec. 855.008 [65008]. COMPENSATION; EXPENSES

Sec. 855.009 [65.009]. VOTING
[Sections 855.010-855.100 [65A0-65400] reserved for expansion]

SUBCHAPTER B. POWERS AND DUTIES OF BOARD OF TRUSTEES
Sec. 855.101 [65401]. ADMINISTRATION

Sec. 855.102 [65402]. RULEMAKING

Sec. 855.103 [65443]. ADMINISTERING SYSTEM ASSETS
See. 855.104 [65404]. ACCEPTING GIFT, GRANT, OR BEQUEST

Sec. 855.105 [65405]. INDEBTEDNESS; PAYMENT

Sec. 855.106 [65406]. GRANTS AND PAYMENT OF BENEFITS

Sec. 855.107 [65440]. AUDIT

See. 855.108 [65408]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS

See. 855.109 [65409]. DEPOSITORIES

See. 855.110 [65440]. ADOPTING RATES AND TABLES
Sec. 855.111 [6.44]. CERTIFICATION OF RATES

See. 855.112 [65412]. RECORDS OF BOARD OF TRUSTEES

Sec. 855.113 [651=]. OFFICE
See. 855.114 [6544]. OBTAINING INFORMATION

[Sections 855.115-855.200 [65445-65 0] reserved for expansion]

SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES

See. 855.201 [65201]. DIRECTOR

Sec. 855.202 [65202]. LEGAL ADVISER
Sec. 855.203 [65=]. MEDICAL BOARD

See. 855.204 [6&04]. OTHER PHYSICIANS

See. 855.205 [6 0]. ACTUARY

Sec. 855.206 (65206]. OTHER EMPLOYEES

See. 855.207 [65202]. COMPENSATION OF EMPLOYEES

Sec. 855.208 [65208]. SURETY BOND
[Sections 855.209-855.300 [65.09-65.0] reserved for expansion]

SUBCHAPTER D. MANAGEMENT OF ASSETS

Sec. 855.301 [650]. INVESTMENT OF ASSETS
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Sec. 855.302 [65,02]. RESTRICTIONS ON INVESTMENTS

Sec. 855.808 [65,M3]. DUTY OF CARE

Sec. 855.304 [65 04]. CASH ON HAND
Sec. 855.805 [65M5]. CREDITING SYSTEM ASSETS
Sec. 855.806 [65,06]. EMPLOYEES SAVING FUND

Sec. 855.807 [65. 07]. MUNICIPALITY ACCUMULATION
FUND; CURRENT SERVICE

Sec. 855.808 [65,308]. MUNICIPALITY ACCUMULATION FUND: PRIOR SERVICE

Sec. 855.809 [65.809]. CURRENT SERVICE ANNUITY RESERVE FUND
Sec. 855.310 [654N0]. INTEREST FUND

Sec. 855.811 [65414]. ENDOWMENT FUND
Sec. 855.812 [65,= ]. EXPENSE FUND

Sec. 855.818 [653]. SUPPLEMENTAL DISABILITY BENEFITS FUND
Sec. 855.814 [65.14]. SUPPLEMENTAL DEATH BENEFITS FUND

Sec. 855.815 [65.U4]. DISBURSEMENTS

Sec. 855.816 [65. -46]. INTEREST RATES
Sec. 855.317 [6541]. TRANSFER OF ASSETS FROM INTEREST FUND

Sec. 855.818 [65-18]. TRANSFER OF ASSETS ON MEMBER'S RETIREMENT OR
RESTORATION TO ACTIVE DUTY

Sec. 855.819 [65.3-9]. PAYMENT TO FORMERLY
PARTICIPATING MUNICIPALITY

Sec. 855.320 [65=320]. ADJUSTING STOCKS' BOOK VALUE
[Sections 855.321-855.400 [65.314540] reserved for expansion]

SUBCHAPTER E. COLLECTION OF CONTRIBUTIONS

Sec. 855.401 [65A0]. MEMBER CONTRIBUTIONS

Sec. 855.402 [65.402]. COLLECTION OF MEMBER CONTRIBUTIONS
Sec. 855.408 [65A03]. COLLECTION OF MUNICIPALITY CONTRIBUTIONS

Sec. 855.404 [65,404]. MUNICIPALITY EXPENSE CONTRIBUTION
Sec. 855.405 [65,405]. MUNICIPALITY NORMAL CONTRIBUTION

Sec. 855.406 [65A06]. MUNICIPALITY PRIOR SERVICE CONTRIBUTION
Sec. 855.407 [65,0]. LIMITATION ON MUNICIPALITY CONTRIBUTION RATES

Sec. 855.408 [65.409. MUNICIPALITY SUPPLEMENTAL DEATH
BENEFITS CONTRIBUTION

Sec. 855.409 [65A40]. WAR PERIOD CONTRIBUTIONS
Sec. 855.410 [65A414]. INTEREST ON LATE CONTRIBUTIONS
[Sections 855.411-855.500 [65A42-65,50] reserved for expansion]

SUBCHAPTER F. OPTIONAL PROGRAMS

Sec. 855.501 [65501]. INCREASED CURRENT SERVICE ANNUITIES
Sec. 855.502 [65502]. SUPPLEMENTAL DEATH BENEFITS PROGRAM

[Sections 855.508-855.600 [6 5XA-65"] reserved for expansion]

SUBCHAPTER G. MISCELLANEOUS ADMINISTRATIVE PROCEDURES
Sec. 855.601 [65 604]. STATEMENT OF AMOUNT IN ACCOUNT
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See. 855.602 [65.602]. INTEREST IN ASSETS

Sec. 855.603 [65.603]. FORFEITURE OF CONTRIBUTIONS

Sec. 855.604 [65,604]. MERGER

Sec. 855.605 [65,605]. PARTICIPATION OF MEMBERS OF FIRE DEPARTMENT

CHAPTER 855 [65]. ADMINISTRATION

SUBCHAPTER A. BOARD OF TRUSTEES

Sec. 855.001 [6500]. COMPOSITION OF BOARD OF TRUSTEES. The board of
trustees is composed of six trustees.

Sec. 855.002 [65002]. APPOINTMENT. The governor, with the advice and consent of
the senate, shall appoint three executive trustees and three employee trustees.

Sec. 855.003 [65.003]. ELIGIBILITY. (a) To be eligible to serve as an executive
trustee a person must be a chief executive officer, chief finance officer, or other officer,
executive, or department head of a participating municipality.

(b) To be eligible to serve as an employee trustee a person must be an employee of a
participating municipality.

(c) Two or more trustees serving concurrently may not be employed by or serve the
same municipality.

(d) A trustee is immediately disqualified from serving as a trustee if the trustee ceases
to satisfy the requirements of this section.

See. 855.004 [65,O04]. TERM OF OFFICE. (a) The trustees hold office for staggered
terms of six years, with the terms of two trustees expiring February 1 of each
odd-numbered year.

(b) The governor shall fill a vacancy in the office of a trustee for the unexpired term by
appointing a successor from a participating municipality.

Sec. 855.005 [65.05]. OATH OF OFFICE. Before taking office as a trustee, a person
shall present to the board of trustees a certified copy of an oath of office subscribed
before the clerk of the municipality that the person serves.

Sec. 855.006 [65.006]. APPLICATION OF SUNSET ACT. The board of trustees of the
Texas Municipal Retirement System is subject to the Texas Sunset Act, [flChapter 325[,
Gove-ment Code)], but is not abolished under that Act. The board shall be reviewed
under that Act during the period in which state agencies abolished September 1, 1991, and
every 12th year after that date are reviewed.

Sec. 855.007 [65003]. MEETINGS. (a) The board of trustees shall hold regular
meetings in March, June, September, and December of each year and special meetings
when called by We director.

(b) Before the fifth day preceding the day of a meeting, the director shall give written
notice of a special meeting to each trustee unless notice is waived.

(c) All meetings of the board must be open to the public.
(d) The board shall hold its meetings in the office of the board or in a place specified by

the notice of the meeting.
Sec. 855.008 [650]. COMPENSATION; EXPENSES. Each trustee serves without

compensation but is entitled to:
(1) reimbursement for reasonable traveling expenses incurred in attending board

meetings; and
(2) payment of an amount equal to any compensation withheld by the trustee's

employing municipality because of the trustee's attendance at board meetings.
Sec. 855.009 [65009]. VOTING. (a) Each trustee is entitled to one vote.
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(b) At any meeting of the board, four or more concurring votes are necessary for a
decision or action by the board.

[Sections 855.010-855.100 [65A10-65A0] reserved for expansion]

SUBCHAPTER B. POWERS AND DUTIES OF BOARD OF TRUSTEES

See. 855.101 [654U]. ADMINISTRATION. (a) The retirement system is a trust.
(b) The board of trustees is responsible for the administration of the retirement system.
Sec. 855.102 [65402]. RULEMAKING. (a) The board of trustees shall adopt rules

and perform reasonable activities it finds necessary or desirable for efficient administra-
tion of the system.

(b) The board nay adopt and enforce rules concerning:
(1) the time that a municipality electing to participate in the system begins its

participation; or
(2) notice, information, and reports required of municipalities electing to participate

in the system.
Sec. 855.108 [,65 3]. ADMINISTERING SYSTEM ASSETS. (a) The board of trust-

ees may sell, assign, exchange, or trade and transfer any security in which the retirement
system's assets are invested. The board may use or reinvest the proceeds as the board
determines that the system's needs require.

(b) In handling the funds of the retirement system, the board of trustees has all powers
and duties granted to the State Depository Board.

Sec. 855.104 [65404]. ACCEPTING GIFT, GRANT, OR BEQUEST. The board of
trustees shall accept a gift, grant, or bequest of money or securities:

(1) for the purpose designated by the grantor if the purpose provides an endowment
or retirement benefits to some or all participating employees or annuitants of the
retirement system; or

(2) if no purpose is designated, for deposit in the endowment fund.
Sec. 855.105 [65405]. INDEBTEDNESS; PAYMENT. (a) The board of trustees

may:
(1) incur indebtedness;
(2) on the credit of the retirement system, borrow money to pay expenses incident to

the system's operation;
(3) renew, extend, or refund its indebtedness; or
(4) issue and sell negotiable promissory notes or negotiable bonds of the retirement

system.
(b) A note or bond issued under this section must mature before the 20th anniversary

of the issuance of the note or bond. The rate of interest on the note or bond may not
exceed six percent a year.

(c) The board shall charge a note or bond issued under this section against the system's
expense fund and shall pay the note or bond from that fund. The total indebtedness
against the expense fund may not exceed $75,000 at any time.

(d) A note or bond issued under this section must expressly state that the note or bond
is not an obligation of this state.

Sec. 855.106 [6540]. GRANTS AND PAYMENT OF BENEFITS. The board of trust-
ees, in accordance with this subtitle, shall consider all applications for annuities and
benefits and shall decide whether to grant the annuities and benefits. The board may
suspend one or more payments in accordance with this subtitle.

Sec. 855.107 [65=0!]. AUDIT. Annually, or more often, the board of trustees shall
have the accounts of the retirement system audited by a certified public accountant.
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Sec. 855.108 [6540g]. DESIGNATION OF AUTHORITY TO SIGN VOUCHERS. The
board of trustees by resolution shall designate one or more representatives who have
authority to sign vouchers for payments from the assets of the retirement system.

Sec. 855.109 [65109]. DEPOSITORIES. The board of trustees shall designate finan-
cial institutions to qualify and serve the retirement system as depositories in accordance
with Subchapter C of Chapter 404 [Artiel 95 5, et m ,g, Rovied Q41 Statutes 9 T mas,

Sec. 855.110 [65140]. ADOPTING RATES AND TABLES. (a) The board of trustees
shall adopt rates and tables that the board considers necessary for the retirement system
after considering the results of the actuary's investigation of the mortality and service
experience of the system's members and annuitants.

(b) Based on recommendations of the actuary, the board of trustees shall adopt rates
and tables necessary to determine the supplemental death benefits contribution rates for
each municipality participating in the supplemental death benefits fund.

Sec. 855.111 [65414]. CERTIFICATION OF RATES. (a) The board of trustees shall
certify all current service contribution rates, all prior service contribution rates, and the
current interest rate computed in accordance with Section 855.316(c) [65216(e) -of th
subtitle] and approved in writing by the actuary.

(b) The board shall notify each participating municipality of the rates certified in
accordance with this section.

Sec. 855.112 [654U-]. RECORDS OF BOARD OF TRUSTEES. (a) The board of
trustees shall keep, in convenient form, data necessary for required computations and
valuations by the actuary.

(b) The board shall keep a permanent record of all of its proceedings.
(c) Records of the board are open to the public.
See. 855.113 [6541U]. OFFICE. (a) The board of trustees shall establish an office in

Austin or in one of the participating municipalities.
(b) The board shall keep the books and records of the retirement system in that office.
Sec. 855.114 [6541.4]. OBTAINING INFORMATION. The board of trustees shall

obtain from members or participating municipalities information necessary for the proper
operation of the retirement system.

[Sections 855.115-855.200 [6545-65,200] reserved for expansion]

SUBCHAPTER C. OFFICERS AND EMPLOYEES OF BOARD OF TRUSTEES

Sec. 855.201 [65,20]. DIRECTOR. (a) The board of trustees shall appoint a director.

(b) The director shall:

(1) manage and administer the retirement system under the supervision and direction
of the board; and

(2) invest the assets of the system.
(c) The board of trustees may delegate to the director powers and duties in addition to

those stated by Subsection (b) [of-thissetio].

(d) The jirector annually shall:

(1) prepare an itemized budget showing the amount required to pay the retirement
system's expenses for the following fiscal year; and

(2) submit the report to the board for review, amendment, and adoption.
See. 855.202 [65202]. LEGAL ADVISER. (a) The board of trustees shall appoint an

attorney.

(b) The attorney shall act as the legal adviser to the board and shall represent the
system in all litigation.
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Sec. 855.20S [6520]. MEDICAL BOARD. (a) The board of trustees shall designate
a medical board composed of three physicians.

(b) To be eligible to serve as a member of the medical board, a physician must be
licensed to practice medicine in the state and be of good standing in the medical
profession. A physician who is eligible to participate in the retirement system may not be
a member of the medical board.

(c) The medical board shall:

(1) review all medical examinations required by this subtitle;

(2) investigate essential statements and certificates made by or on behalf of a
member of the retirement system in connection with an application for disability
retirement; and

(3) report in writing to the board of trustees its conclusions and recommendations on
all matters referred to it.

Sec. 855.204 [65204]. OTHER PHYSICIANS. The board of trustees may employ
physicians in addition to the medical board to report on special cases.

Sec. 855.205 [65205]. ACTUARY. (a) The board of trustees shall appoint an actu-
ary.

(b) The actuary shall perform duties in connection with advising the board concerning
operation of the retirement system's funds.

(c) At least once every five years the actuary shall:

(1) make a general investigation of the mortality and service experience of the
members and annuitants of the retirement system; and

(2) on the basis of the results of the investigation, recommend for adoption by the
board tables and rates that are required,

(d) On the basis of rates and tables adopted by the board, the actuary shall:

(1) annually compute the normal contribution rate for each participating municipality;
(2) annually compute the prior service contribution rate for each participating munici-

pality;

(3) compute the current interest rate in accordance with Section 855.16(c) [65,316(e)
of this subttlo];

(4) compute the supplemental death benefits rate and the supplemental disability
benefits rate for each participating municipality;

(5) certify the amount of each annuity and benefit granted by the board; and

(6) make an annual valuation of the assets and liabilities of the funds of the
retirement system.

Sec. 855.206 [65.26]. OTHER EMPLOYEES. The board of trustees shall employ
actuarial, clerical, legal, medical, and other assistants required for the efficient adminis-
tration of the retirement system.

Sec. 855.207 [65=20?]. COMPENSATION OF EMPLOYEES. The board of trustees
shall determine the amount of compensation that employees of the retirement system
receive.

Sec. 855.208 [6528]. SURETY BOND. (a) The board of trustees shall require a
surety bond for the director. The board shall determine the amount of a bond that is
required.

(b) A bond must be conditioned on the director's faithful performance of the duties of
the director's office.

(c) The board shall secure a required bond and shall pay for the bond from the
retirement system's assets.
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[Sections 855.209-855.300 [6590945 0] reserved for expansion]

SUBCHAPTER D. MANAGEMENT OF ASSETS

Sec. 855.301 [65=]]. INVESTMENT OF ASSETS. The board of trustees shall invest
and reinvest the assets of the retirement system without distinction as to their source in:

(1) interest-bearing bonds or other evidences of indebtedness of this state, a county,
school district, city, or other municipal corporation of this state, the United States, or an
authority or agency of the United States;

(2) securities on which the United States or any authority or agency of the United
States guarantees the payment of principal and interest;

(3) corporate bonds or debentures that are issued by a company:
(A) incorporated in the United States and that are rated [rat] "A" or better by one

or more nationally recognized rating agencies approved by the board; or
(B) in whose stock the retirement system may invest as provided by Subdivision (4)

[of this subaeotion];
(4) common or preferred stocks of a company incorporated in the United States that

has paid cash dividends on its stock for 10 consecutive years immediately before the
date of purchase and, unless the stocks are bank or insurance stocks, that is listed on
an exchange registered with the Securities and Exchange Commission or its successor;
or

(5) obligations issued, assumed, or guaranteed by the African Development Bank.
Sec. 855.302 [652]. RESTRICTIONS ON INVESTMENTS. (a) The board may not

invest more than two percent of the total assets of the retirement system in the stocks,
bonds, or debentures of one corporation.

(b) The system may not own more than five percent of the voting stock of one
corporation.

Sec. 855.303 [65303]. DUTY OF CARE. In making investments for the retirement
system, the board of trustees shall exercise the judgment and care, under the circum-
stances, that persons of prudence, discretion, and intelligence exercise in the management
of their own affairs, considering the probable income from the securities and probable
safety of their capital.

Sec. 855.304 [65.304]. CASH ON HAND. The board of trustees shall determine the
amount of cash on hand required to pay benefits and the expenses of the retirement
system.

Sec. 855.305 [6505]. CREDITING SYSTEM ASSETS. (a) The retirement system
shall immediately deposit all money received by the system with a depository designated
under Section 855.109 [65.109 of this subtitle].

(b) When securities of the retirement system are received, the system shall deposit the
securities in trust with a depository designated under Section 855.109 [65 109 of this
subtitle]. The depository shall provide adequate safe deposit facilities for the preserva-
tion of the securities.

(c) All assets of the retirement system shall be credited, according to the purpose for
which they are held, to one of the following funds:

(1) employees saving fund;
(2) municipality accumulation fund;
(3) current service annuity reserve fund;
(4) interest fund;
(5) endowment fund;
(6) expense fund;
(7) supplemental disability benefits fund; or
(8) supplemental death benefits fund.
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Sec. 855.308 [65,06]. EMPLOYEES SAVING FUND. (a) The retirement system
shall deposit in a member's individual account in the employees saving fund:

(1) the amount of contributions to the retirement system deducted from the mem-
ber's compensation;

(2) interest allowed on money in the account in accordance with this subtitle;

(3) an amount deposited by the member in accordance with Section 855.409 [N5.A.0-of
this sbtitfl] to establish credited service during a time of war;

(4) the portion of a deposit required by Section 858.003 [63.003 of this subtitle] to
reinstate credited service previously canceled that represents the amount withdrawn;
and

(5) an amount deposited by the member in accordance with Section 858.502 [63.W"
this subtitk!e to establish credited service for military service.

(b) On December 31 of each year the retirement system shall credit to each member's
individual account interest as allowed by this subtitle on the amount of accumulated
contributions credited to the member's account on January 1 of that year.

(c) The retirement system may not pay interest on money in a person's individual
account:

(1) for a part of a year; or
(2) after the person's membership has been terminated in accordance with Section

852.104 [692.104 of this subtitle] because of absence from service.
Sec. 855.807 [65 02]. MUNICIPALITY ACCUMULATION FUND: CURRENT SER-

VICE. (a) The retirement system shall deposit in the account of a participating munici-
pality in the municipality accumulation fund:

(1) all current service contributions made by the municipality to the retirement
system;

(2) interest allowed as provided by this subtitle on money in the fund;
(3) amounts deposited by the municipality in accordance with Section 855.409 [65 410

of '-igSubtitl)] to establish credited service during a time of war;

(4) the withdrawal charge for reinstatement of credited service as provided by
Section 858.008 [63.003 of ths subtit!le]; and

(5) amounts deposited by the municipality in accordance with Section 858.502 [63,502
ofthis s-ubtitle] to establish credited service for military service.
(b) The retirement system shall pay from the account of a participating municipality in

the municipality accumulation fund:
(1) money to the current service annuity reserve fund in accordance with Section

855.818 [66.2! of this u-b"Ws itle]; and
(2) refunds to certain m.anicipalities in accordance with Section 855.819 [65 .3.9ofthis

(c) If credited service previotsly canceled is reinstated in accordance with Section
858.003 [.63.003 f this subtitlol, the retirement system shall charge the municipality's
account in the municipality accumulation fund with the necessary reserves to fund the
credits based on current service that are restored to the member.

Sec. 855.808 [65 ,3W]. MUNICIPALITY ACCUMULATION FUND: PRIOR SER-
VICE. (a) In addition to amounts deposited as provided by Section 855.807 [65 307 of this

WAWtitO], the retirement system shall deposit in the account of a participating municipality
in the municipality accumulation fund all prior service contributions made by the munici-
pality to the retirement system.

(b) In addition to amounts paid as provided by Section 855.807 [65.307 of this subAle],
the retirement system shall pay from the account of a participating municipality in the
municipality accumulation fund:
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(1) all payments under annuities arising from prior service credits, special prior
service credits, antecedent service credits, or updated service credits authorized by a
participating municipality; and

(2) optional increased payments authorized by a participating municipality under
Section 854.203 [64.203 of this subtitle].
(c) The retirement system shall charge municipal liabilities from updated service credits

against the account of the municipality that authorized the credits.
(d) If credited service previously canceled is reinstated in accordance with Section

853.003 [63.003 of this subtitle], the retirement system shall charge the municipality's
account in the municipality accumulation fund with the necessary reserves to fund credits
based on prior service that are restored to the member.

(e) The retirement system shall charge reserves required to fund optional benefit
increases authorized under Section 854.203 [64 .03 of this subtitl] against the account of
the municipality allowing the increases.

(f) The board of trustees may proportionately reduce all payments under annuities
payable under this section, at any time and for a period neces~iary, to prevent those
payments for a year from exceeding the amount available in the participating municipali-
ty's account.

Sec. 855.309 [6.309]. CURRENT SERVICE ANNUITY RESERVE FUND. (a) The
retirement system shall deposit and hold in the current service annuity reserve fund all
reserves for current service annuities and all benefits in lieu of current service annuities.

(b) The retirement system shall pay from the current service annuity reserve fund
annuities and benefits described by Subsection (a) [of this seatien].

Sec. 855.310 [6,410]. INTEREST FUND. (a) The retirement system shall deposit in
the interest fund all income, interest, and dividends from deposits and investments
authorized by this chapter. The system shall credit the amount of an adjustment made in
accordance with Section 855.320 [65.320 of this subtitle] to the interest fund.

(b) On December 31 of each year, the retirement system shall transfer money from the
interest fund in accordance with Section 855.317 [65.317 of this subti!t'].

Sec. 855.311 [65314]. ENDOWMENT FUND. (a) The retirement system shall depos-
it in the endowment fund gifts, awards, funds, and assets delivered to the retirement
system that are not specifically required by the system's other funds.

(b) The endowment fund consists of:
(1) the interest reserve account;
(2) the general reserves account;
(3) the distributive benefits account;
(4) the perpetual endowment account; and
(5) other special accounts that the board of trustees by resolution establishes.

(c) The retirement system shall credit to the interest reserve account, general reserves
account, and distributive benefits account interest in accordance with Section 855.317
[65.317 of this subtitl].

(d) The board of trustees shall transfer money from the interest reserve account to the
expense fund in accordance with Section 855.312 [65.312 of this subtitle].

(e) If the board of trustees determines that the amount credited to the distributive
benefits account on December 31 of any year is sufficient to do so, the board by
resolution may:

(1) authorize the distribution and payment of all or part of the money credited to the
account to persons who were annuitants on that day in the ratio of the rate of the
monthly benefit of each annuitant to the total of all annuity payments made by the
system for the final month of the year; or

(2) authorize the distribution of all or part of the amount credited to the account to:
809
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(A) each member's individual account in the employees saving fund as supplemen-
tal interest in the ratio of the amount of current interest paid on the individual's
account to the current interest paid to all individual accounts for the year; and

(B) each participating municipality's account in the municipality accumulation fund
as supplemental interest in the ratio of the current interest allowed on the account of
the municipality to the total current interest paid to all municipalities' accounts for
the year.

(f) The retirement system shall deposit and hold in the perpetual endowment account:
(1) funds, gifts, and awards that the grantors designate as perpetual endowments for

the retirement system; and
(2) money forfeited to the retirement system as provided by Section 855.603 [65.603

of 4his Subtitlo].
Sec. 855.312 [(6512]. EXPENSE FUND. (a) The board of trustees shall deposit in

the expense fund municipality contributions for expenses of the retirement system paid in
accordance with Section 855.404 [65404 of this subtitle].

(b) The board of trustees by resolution recorded in its minutes shall transfer from the
interest reserve account of the endowment fund to the expense fund the amount that
exceeds the amount needed to provide adequate reserves against insufficient earnings on
investments and against special and contingency requirements of other funds of the
system and that is needed to pay the system's estimated expenses for the fiscal year.

(c) The retirement system shall pay from the expense fund:
(1) administrative and maintenance expenses of the system; and
(2) notes and bonds issued in accordance with Section 855.105 [65.105 of this subtilo].

(d) If the amount of the system's estimated expenses exceeds the amount in the
interest reserve account of the endowment fund available for administrative expenses, the
board of trustees, by a resolution recorded in its minutes, shall assess an amount equal to
the difference against each participating municipality in proportion to the number of its
members in the retirement system. The board shall collect the assessments and deposit
the amount collected in the expense fund.

Sec. 855.318 [65313]. SUPPLEMENTAL DISABILITY BENEFITS FUND. (a) The
retirement system shall deposit in the supplemental disability benefits fund contributions
made to provide supplemental disability benefits in accordance with previous law [Sootion
65.408 ef this subti l]. The retirement system may not establish separate accounts in
the fund for municipalities participating in the fund but shall credit contributions to a
single account.

(b) The retirement system shall pay supplemental disability benefits only from money
in the supplemental disability benefits fund, and the benefits are not an obligation of
other funds of the system.

(c) The beginning date of participation of each municipality participating in the supple-
mental disability benefits fund is that determined by the board of trustees. Participation
terminates January 1, 1988.

(d) As soon as practicable after December 31, 1988, the actuary shall calculte the
amount of reserves required to pay all annuities that are obligations of the supplemental
disability benefits fund. If the board of trustees determines, on the basis of the
calculations made by the actuary, that the money to the credit of the fund is materially in
excess of the amount of reserves needed to assure payment of all annuities that are
obligations of the fund, the board may direct that a portion of the excess shall be
transferred from the supplemental disability benefits fund to the municipality accumula-
tion fund and credited to the respective accounts of the participating municipalities in
such proportions as the board of trustees determines to be the ratio of their respective
contributions to the total of all contributions to the supplemental disability benefits fund.
When all annuities payable from the supplemental disability benefits fund have been
finally paid and discharged, the board of trustees shall direct that the money remaining in
the supplemental disability benefits fund shall be transferred and credited to the accounts
of the respective participating municipalities in the municipality accumulation fund in
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proportion to the same ratios of their contributions to the total of all contributions to the
supplemental disability benefits fund.

Sec. 855.314 [653-14]. SUPPLEMENTAL DEATH BENEFITS FUND. (a) The retire-
ment system shall deposit in the supplemental death benefits fund contributions paid by
municipalities to the retirement system to provide supplemental death benefits in accord-
ance with Section 855.408 [65.409 of this subtit]. The retirement system may not
establish separate accounts in the fund for municipalities participating in the fund but
shall credit contributions to a single account.

(b) The retirement system shall pay supplemental death benefits only from money in
the supplemental death benefits fund, and the benefits are not an obligation of other
funds of the system.

(c) The supplemental death benefits fund may become operative only after a sufficient
number of municipalities elect to participate in the fund so that 4,000 members or more
are covered by the fund.

(d) The board of trustees shall determine the operative date of the fund.
(e) The effective participation date of a municipality is:

(1) the operative date of the fund if the municipality elected to participate in the fund
on or before the fund's operative date; or

(2) the first day of any calendar month after the month in which the municipality
notifies the board of its election to enter the fund.
(f) The board of trustees shall notify each municipality of its effective participation

date.
Sec. 855.315 [65 35]. DISBURSEMENTS. (a) Disbursements from the assets of the

retirement system may be made only on vouchers signed by the person designated for
that purpose in accordance with Section 855.108 [65.1098 f Ws subtitlo].

(b) A person designated to sign vouchers may draw checks or warrants only on proper
authorization from the board of trustees recorded in the official minutes of the board.

(c) When a voucher is properly signed, a depository with which assets of the system are
deposited shall accept and pay the voucher. The depository is released from liability for
payment made on the voucher.

Sec. 855.316 [6534W]. INTEREST RATES. (a) Unless this subtitle expressly states
that interest is computed using the current interest rate or another specified rate of
interest, interest is computed using the rate of:

(1) 21/2 percent a year compounded annually for periods before January 1, 1970;
(2) 3 percent a year compounded annually for periods after December 31, 1969, and

before January 1, 1977;
(3) 4 percent a year compounded annually for periods after December 31, 1976, and

before January 1, 1982; and
(4) 5 percent a year compounded annually for periods after December 31, 1981.

(b) The current interest rate is the lesser of:
(1) the interest rate prescribed by Subsection (a) [of .his section]; or
(2) the interest rate computed by:

(A) adding to the amount in the municipality accumulation fund on January 1 of
the year for which the computation is made the sum of the accumulated contributions
in the employees saving fund on January 1 of the year of all persons who are
members on December 31 of the year, before any transfers for retirements effective
December 31 of the year are made, and the amount in the endowment fund, after
transfer of money to the expense fund, on January 1 of the year; and

(B) dividing the amount in the interest fund on December 31 of that year after the
transfer of interest to the current service annuity reserve fund, municipality accumu-
lation fund, supplemental disability benefits fund, and supplemental death benefits
fund, by the amount computed under Paragraph (A) [of this subdi:inion].
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Sec. 855.817 [65=8-7]. TRANSFER OF ASSETS FROM INTEREST FUND. (a) On
December 31 of each year, the board of trustees shall transfer from the interest fund the
following amounts:

(1) to the current service annuity reserve fund, interest on the mean amount in the
current service annuity reserve fund during that year;

(2) to the supplemental disability benefits fund, interest on the mean amount in the
supplemental disability benefits fund during that year;

(3) to the supplemental death benefits fund, interest on the mean amount in the
supplemental death benefits fund during that year;

(4) to the municipality accumulation fund, current interest on the amount in the
municipality accumulation fund on January 1 of that year;

(5) to the interest reserve account of the endowment fund, current interest on the
amount in the endowment fund on January 1 of that year; and

(6) to the employees saving fund, current interest on the sum of the accumulated
contributions in the employees saving fund credited on January 1 of that year to all
persons who are members on December 31 of that year before any transfers for
retirement effective December 31 of that year are made.
(b) The board of trustees shall transfer to the interest reserve account of the endow-

ment fund the portion of the amount remaining in the interest fund after the transfers
required by Subsection (a) [9ithis seetign] are made that the board determines is
necessary:

(1) to provide adequate reserves against insufficient future earnings on investments
to allow interest on the retirement system's funds;

(2) to provide adequate reserves against special and contingency requirements of
other funds of the system; and

(3) to provide the amount required for the administration expenses of the system for
the following year.
(c) After the requirements of the interest reserve account of the endowment fund have

been satisfied, the board of trustees may transfer any of the amount remaining in the
interest fund to the general reserves account of the endowment fund to maintain
adequate reserves against special requirements of other funds of the retirement system.

(d) After the requirements of the interest reserve account and the general reserves
account of the endowment fund have been satisfied, the board of trustees shall transfer
any amount remaining in the interest fund to the distributive benefits account of the
endowment fund.

Sec. 855.318 [654N]. TRANSFER OF ASSETS ON MEMBER'S RETIREMENT OR
RESTORATION TO ACTIVE DUTY. (a) When a member retires, the retirement system
shall transfer:

(1) from the employees saving fund to the current service annuity reserve fund, the
member's accumulated contributions; and

(2) from the municipality accumulation fund account of the municipality employing
the retiring member to the current service annuity reserve fund, an amount equal to
the amount of the member's accumulated contributions in the employees saving fund or
a greater amount that a participating municipality has agreed to provide as reserves for
an additional current service annuity for the member.
(b) If the retiring member's accumulated contributions are the result of service for

more than one participating municipality, the retirement system shall transfer from the
account of each municipality the amount chargeable to that municipality for the member.

(c) If a retiree resumes employment under Section 854.308 [64..07 of this . -1title], the
board of trustees shall transfer the balance of the person's retirement reserve from the
current service annuity reserve fund to the employees saving fund and to the municipality
accumulation fund in proportion to the original amount transferred to the current service
annuity reserve fund from those funds.
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Sec. 855.319 [654Wl]. PAYMENT TO FORMERLY PARTICIPATING MUNICIPALI-
TY. If a participating municipality has no employees who are members of the retirement
system and has no present or potential liabilities resulting from the participation of
former employees, the municipality's participation in the system stops and the system
shall repay to the municipality Qn application any amount in the municipality accumulation
fund that is credited to the municipality.

Sec. 855.320 [65,20]. ADJUSTING STOCKS' BOOK VALUE. If the board of trust-
ees determines that on December 31 of a year the aggregate market value of common
stocks held by the retirement system plus the amount credited to the interest reserve
account of the endowment fund exceeds the sum of 120 percent of the book value of the
stocks plus 2 percent of the book value of all other invested assets of the system, the
board may direct that all or a part of the excess may be capitalized and applied to adjust
the book value of the stock upward in accordance with rules adopted by the board. The
board shall treat the amount of the adjustment as investment income and shall credit the
amount to the interest fund.

[Sections 855.321-855.400 [65421-65"] reserved for expansion]

SUBCHAPTER E. COLLECTION OF CONTRIBUTIONS

Sec. 855.401 [65,404]. MEMBER CONTRIBUTIONS. (a) Each municipality that has
one or more departments participating in the retirement system by ordinance shall
designate the rate of member contributions for employees of a participating department.
The municipality shall elect a rate of three, five, six, or seven percent of the employees'
compensation. Different departments of a municipality may have different rates of
member contributions.

(b) A participating municipality by ordinance may increase the rate of member contri-
butions.

(c) A participating municipality may reduce the rate of member contributions if:
(1) at an election by secret ballot conducted under rules adopted by the board of

trustees, the proposal to reduce the rate is passed by an affirmative vote of two-thirds
of all members employed by the municipality; and

(2) the municipality by ordinance provides for the reduction.
(d) A reduction in a member contribution rate may become effective only on the first

day of a calendar month. The effective date of the reduction must be after the 90th day
after the day on which the election required by Subsection (c) [e-thi-ssctio] is held or
the day on which the ordinance required by Subsection (c) [e-tlis--setioa] is adopted,
whichever is later. The municipality shall give written notice of a reduction in the deposit
rate to the director before the 60th day preceding the effective date of the reduction.

Sec. 855.402 [65A402]. COLLECTION OF MEMBER CONTRIBUTIONS. (a) Each
payroll period each participating municipality shall cause the contribution for the period to
be deducted from the compensation of each member that it employs.

(b) In determining the amount of a member's compensation for a payroll period, the
board of trustees may use the rate of annual compensation payable to a member on the
first day of the payroll period as the rate for the entire period and may omit deductions
from compensation for less than a full payroll period if the employee was not a member
on the first day of the period.

(c) The board of trustees may modify a member's required deduction by an amount that
does not exceed one-tenth of one percent of the annual compensation on which the
deduction is made.

(d) A participating municipality shall certify to the board of trustees on each payroll, or
in another manner prescribed by the board, the amount to be deducted from the
compensation of each member that it employs.

(e) The treasurer or disbursing officer of each participating municipality shall:
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(1) make deductions from each member's compensation for contributions to the
retirement system;

(2) transmit monthly, or at the time designated by the board of trustees, a certified
copy of the payroll; and

(3) pay the deductions in cash to the board of trustees at the board's home office
before the 16th day of the month following that for which the deductions are required
to be made.
(f) To facilitate the collection of member contributions, the city clerk or city secretary

of each participating municipality, before January 31 of each year, shall file with the
director a certified list that states the name and monthly and annual salaries of each
employee of the municipality who is a member of the retirement system. Any addition to
or deletion from the list must be certified.

(g) After the deductions for member contributions are paid, the board of trustees shall:
(1) record all receipts; and
(2) deposit the receipts to the credit of the employees saving fund.

(h) The treasurer or disbursing officer of a participating municipality shall make the
deductions required by this section even if the member's compensation is reduced below
the amount equal to the minimum compensation provided by law.

(i) By becoming a member of the retirement system, a member consents to the
deductions required by this section. The payment of compensation less those deductions
is a complete release of all claims, except benefits provided by this subtitle, for services
rendered by the member during the payroll period.

(j) Each participating municipality shall pick up the employee contributions required by
Section 855.401 [65A"02] and this section for all compensation earned after December 31,
1983, and shall pay these picked-up employee contributions from the same source of funds
[whioh-is] used in paying earnings to the employee. The participating municipality may
pick up these contributions by a reduction in the cash salary of the employee or by an
offset against a future salary increase or by a combination of a reduction in salary and
offset against a future salary increase; unless it is otherwise determined by the
governing body of the participating municipality, the pick-up shall be accomplished by a
corresponding reduction in the cash salary of the employee.

(7c) Contributions picked up as [heroin] provided by Subsection 0) shall be treated as
employer contributions in determining tax treatment of the amounts under the United
States Internal Revenue Code; however, each participating municipality shall continue to
withhold federal income taxes based upon these contributions until the Internal Revenue
Service determines or the federal courts rule that pursuant to Section 414(h) of the
[United States] Internal Revenue Code of 1986 (26 U.S. C. Section 414), these picked-up
contributions are [sha"l] not [be] included as gross income of the employee until such time
as they are distributed or made available. Employee contributions that are picked up as
above provided shall be deposited to the individual account of the member and shall
[the4epon] be treated for all other purposes of this subtitle in the same manner and with
like effect as if the amount had been deducted from the compensation of the employee
pursuant to Sections 855.401 and 855.402(a) [the provisions of seetion 65..01 and
Sibei ] through (h) [of Sootio 65 ]; and picked-up contributions may [shal]
not be included in calculating the limitationt on municipality contribution rates prescribed
by Section 855.407 [65AW] or other provisions of this subtitle.

Sec. 855.403 [65,403]. COLLECTION OF MUNICIPALITY CONTRIBUTIONS. (a)
Before the 16th day of each month, each participating muricipality shall pay or cause to
be paid to the retirement system at the system's office ex..ense contributions in accord-
ance with Section 855.404 [65.101 of h4i ubt.lo], current service contributions in
accordance with Section 855.405 [65.405 of th. s ubtitle], and prior service contributions in
accordance with Section 855.406 [65.406 of this subtitle].

(b) Unless otherwise provided for and paid by a municipality, a municipality shall pay
its contributions to the retirement system from:

(1) the fund from which earnings are paid to members; or
814
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(2) the general fund of the municipality.
Sec. 855.404 [65A04]. MUNICIPALITY EXPENSE CONTRIBUTION. (a) Each par-

ticipating municipality shall pay to the retirement system an expense contribution
prescribed in accordance with this section.

(b) The board of trustees, before January 1 of each year, shall set the rate of the
contribution necessary to provide an amount required to pay the difference between:

(1) the estimated adminis'ative expenses for the following year; and
(2) the anticipated revenue, from sources other than municipality contributions, to be

used for the expenses of the year as adjusted for a surplus or deficiency existing on
January 1 of that year.
(c) The rate set by the board of trustees under Subsection (b) [of-Wsie-otion] may not

exceed 50 cents a month for erch member.
(d) The board of trustees shall certify the rate set under Subsection (b) [of this setion]

to each participating municipality before January 1 of the year for which the rate is set.
Sec. 855.405 [65A0]. MUNICIPALITY NORMAL CONTRIBUTION. Each participat-

ing municipality shall pay to the municipality accumulation fund, as its normal contribu-
tion, an amount equal to a percentage of the compensation of members employed by the
municipality for that month. The rate of contribution is the normal contribution rate
determined annually by the actuary and approved by the board of trustees.

Sec. 855.406 [65,406]. MUNICIPALITY PRIOR SERVICE CONTRIBUTION. (a)
Each participating municipality shall pay to the municipality accumulation fund, as its
prior service contribution, an amount equal to a percentage of the compensation of
members employed by the municipality for that month.

(b) 'he rate of co itribution is the rate determined annually by the actuary and
appro~ved by the board of trustees as being the rate required to fund all obligations
charged against the municipality's account in the municipality accumulation fund within
the municipality's amortization period without resulting in a probable future depletion of
that account.

Sec. 855.407 [65,404]. LIMITATION ON MUNICIPALITY CONTRIBUTION RATES.
(a) The combined rates of a municipality's normal contributions and prior service
contributions may not exceed:

(1) 91/2 percent of the total compensation paid by the municipality to the employees of
its participating departments if the rate of member contributions of the employees of
its participating departments is 7 percent of their compensation;

(2) 71/2 percent of the total compensation paid by the municipality to the employees of
its participating departments if the rate of member contributions of the employees of
its participating departments is 5 percent of their compensation; or

(3) 51/2 percent of the total compensation paid by the municipality to the employees of
its participating departments if the rate of member contributions of the employees of
its participating departments is 3 percent of their compensation.
(b) The actuary annually shall determine the municipality normal contribuLion rate and

the prior service contribution rate from the most recent data available at the time of the
determination. Before January 1 of each year, the board of trustees shall certify the
rates to each participating municipality. If a participating municipality has different
rates of contribution for employees of different departments, the actuary shall determine
the maximum rate for the municipality using the average rate of contribution prescribed
for contributions of employees of its participating departments. To compute the average
rate the actuary shall consider the number of employees in each participating department
of the municipality.

(c) A reduction in the member contribution rate for employees of a participating
municipality does not reduce the maximum rate of contribution of the municipality.

(d) If the dates of participation of each department of a municipality are not the same,
the governing body of the municipality may request that, to determine the municipality
normal contribution rate and prior service contribution rate and to determine the period
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during which the municipality must fund the obligations charged against its account in
the municipality accumulation fund, all of its departments have a single composite
participation date. The actuary shall determine the composite participation date by
computing an average weighted according to the number of members entering the
retirement system on the actual dates of participation of the departments involved.

(e) If the combined rates of a municipality's normal contributions and prior service
contributions exceed the rate prescribed by Subsection (a) [of this- setion], the rate for
prior service contributions shall be reduced to the rate that equals the difference between
the maximum rate prescribed by Subsection (a) [o this -sotion] and the normal contribu-
tion rate for the municipality.

Sec. 855.408 [65,49]. MUNICIPALITY SUPPLEMENTAL DEATH BENEFITS
CONTRIBUTION. (a) In addition to other contributions to the retirement system re-
quired by this subtitle, each municipality participating in the supplemental death benefits
fund monthly shall pay to the supplemental death benefits fund an amount equal to the
rate of contribution computed in accordance with Section 855.502 [65 502 of this subtitle],
multiplied by the total compensation for the month of the members employed by the
municipality.

(b) The limitation of Section 855.407(e) [65 407(o) of this subtitle] does not apply to the
rate of the contribution to the supplemental death benefits fund.

Sec. 855.409 [65A40]. WAR PERIOD CONTRIBUTIONS. (a) During a period that
the United States is at war and until the first anniversary of the last day of the war, a
member who as a result of conscription or volunteering is serving in the United States

.armed forces, armed forces reserve, an auxiliary of the armed forces or reserves, or the
American Red Cross or who as a result of conscription by the government is in war work
may pay, each year, to the retirement system an amount that does not exceed the amount
of the member's contribution to the system during the last year that the member was
employed by a participating municipality.

(b) The board of trustees shall treat the amounts paid to the system under this section
in the same manner as funds deposited by the member while an employee of a participat-
ing municipality.

Sec. 855.410 [65,4U]. INTEREST ON LATE CONTRIBUTIONS. (a) A participating
municipality that fails to remit before the 16th day of the month all contributions required
by this subchapter to be made and remitted to the retirement system by that date shall
pay to the retirement system, in addition to the contributions, interest on the past-due
amounts at an annual rate that is the total of the rates of interest credited by the
retirement system to accounts in the municipality accumulation fund for the preceding
calendar year, plus two percent. The retirement system shall notify participating
municipalities of the rate of interest that will be due on late payments.

(b) Payment is considered timely made if transmitted by first-class United States mail,
postage prepaid, and postmarked not later than the 15th day of the month in which the
payment is due.

[Sections 855.411-855.500 [65,41-2-65,5OO] reserved for expansion]

SUBCHAPTER F. OPTIONAL PROGRAMS

Sec. 855.501 [65501-]. INCREASED CURRENT SERVICE ANNUITIES. (a) A par-
ticipating municipality may elect to provide for an increased current service annuity
reserve on the retirement of each of its employees who are members.

(b) The governing body of a municipality electing to provide for increased reserves by
ordinance shall provide that for each month of current service rendered by a participating
employee of the municipality after the date of its election the municipality will provide a
contribution as provided by Subsection (c) [of-thi-ssection] equal to 150 or 200 percent of
the member's accumulated contribution to the retirement system for that month.

(c) On the retirement of a member covered by an increased current service annuity
reserve, the retirement system shall transfer to the current service annuity reserve fund:
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(1) accumulated contributions credited to the member's account in the employees
saving fund; and

(2) the amount from the municipality's account in the municipality accumulation fund
that the municipality has adopted under Subsection (b) [of .this - tiei].
(d) If the retiring member's accumulated contributions are the result of service for

more than one participating municipality, the retirement system shall transfer from the
account of each municipality the amount chargeable to that municipality for the member.

(e) A participating municipality electing to provide an increased current service annuity
reserve and electing a contribution rate of 150 percent for a year is liable for total
contributions at a rate that does not exceed a rate equal to the maximum rate prescribed
for the municipality by Section 855.407, [65.407 of this subtitl] plus two percent a year.
A municipality electing a rate of 200 percent a year is liable for contributions at a rate
that does not exceed a rate equal to the maximum rate prescribed for the municipality by
Section 855.407, (65.407 of this subtitle] plus four percent a year.

(f) Except as provided by Subsection (g) [of thi s . etioni], an increased rate of contribu-
tion authorized under this section may become effective only on January 1 of a calendar
year.

(g) A municipality that begins participation in the retirement system after December
31, 1975, may elect to provide for an increased current service annuity reserve beginning
on its effective date of participation. That election remains in effect until the municipali-
ty elects to pay contributions at another rate.

(h) A municipality electing to provide for an increased current service annuity reserve
may reduce its rate of contribution to 150 percent of the member contributions or to a
rate equal to the member contributions. The reduction becomes effective on January 1 of
the calendar year following the date on which the municipality's governing body adopts
an ordinance reducing the rate of contribution.

Sec. 855.502 [6502]. SUPPLEMENTAL DEATH BENEFITS PROGRAM. (a) As
soon as practical after the supplemental death benefits program is established and at the
time of each investigation of members' mortality and service experience required by
Section 855.110 [65.110 o this subtitle], the actuary shall investigate the mortality
experience of the members and eligible annuitants participating in the supplemental death
benefits program. On the basis of the result of that investigation, the actuary shall
recommend to the board of trustees rates and tables necessary to determine supplemental
death benefits contribution rates. The rates and tables may provide for the anticipated
mortality experience of the persons covered under the supplemental death benefits fund
and for a contingency reserve.

(b) Before a municipality's participation date in the supplemental death benefits fund
and before January 1 of each subsequent year, the actuary shall compute, on the basis of
rates and tables adopted by the board of trustees, the supplemental death benefits
contribution rate of a municipality participating in the supplemental death benefits
contribution fund. The rate must be expressed as a percentage of the compensation of
members employed by the municipality. When the rate is approved by the board of
trustees, the rate is effective for the calendar year for which it was approved.

(c) If the balance in the supplemental death benefits fund is insufficient to pay the
supplemental death benefits due, the board of trustees may direct that, to the extent
available, an amount equal to the amount of the deficiency be transferred from the
general reserves account of the endowment fund to the supplemental death benefits fund.
The board may adjust future contributions to the supplemental death benefits fund to
repay to the general reserves account the transferred amount.

(d) If the total number of members covered by the supplemental death benefits fund
becomes fewer than 4,000, the board of trustees may order that the fund be discontinued
and all coverage terminated. The termination date must be December 31 of a year
designated by the board and may not be before the expiration of six months after the date
on which the order of termination was adopted.

(e) To protect against adverse claim experience, the board of trustees may secure
reinsurance from one or more stock insurance companies doing business in this state if
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the board determines that reinsurance is necessary. The retirement system shall pay the
premiums for reinsurance from the supplemental death benefits fund.

[Sections 855.508-855.600 [ 5 ] reserved for expansion]

SUBCHAPTER G. MISCELLANEOUS ADMINISTRATIVE PROCEDURES

Sec. 855.601 [65,4]. STATEMENT OF AMOUNT IN ACCOUNT. (a) As soon as
possible after the end of each calendar year, the board of trustees shall send to the
governing body of each municipality and to each requesting member an annual statement
that contains:

(1) a balance sheet showing the financial and actuarial condition of the retirement
system on December 81 of that year;

(2) a statement showing the receipts and disbursements made during the calendar
year;

(8) a statement showing changes in the asset, liability, reserve, and surplus accounts
during the calendar year; and

(4) additional statistics necessary for proper interpretation of the condition of the
retirement system.

(b) The board of trustees shall furnish to a member, on written request, a statement of
the amount credited to the member's individual account. During a calendar year, the
board is not required to furnish to a member more than one statement requested under
this subsection.

Sec. 855.602 [6502]. INTEREST IN ASSETS. A particular person, group of persons,
municipality, or other entity has no right in a specific security, item of cash, or other
property of the retirement system other than an undivided interest in the assets of the
retirement system.

Sec. 855.608 [65603]. FORFEITURE OF CONTRIBUTIONS. (a) If an application
under Section 852.108 [62.10 of this subtitle] for the accumulated contributions of a
person who has ceased to be employed by a participating department for a reason other
than death or retirement has not been made before the seventh anniversary of the
person's last day of service, the retirement system shall return to the person or the
person's estate all accumulated contributions of the person.

(b) If the person or the administrator of the person's estate cannot be found, the
person's accumulated contributions are forfeited to the retirement system. The retire-
ment system shall credit the amount forfeited to the perpetual endowment account of the
endowment fund.

Sec. 855.604 [65804]. MERGER. A pension system for municipal employees may
merge into the retirement system under terms adopted by the board of trustees and the
trustees of the other system after the other system has approved the merger by a
majority vote.

Sec. 855.605 [65.005]. PARTICIPATION OF MEMBERS OF FIRE DEPARTMENT.
(a) If the employees of the fire dep;.ccment of a municipality, with the consent of the
municipality, elect to become members of the retirement system, the funds of the
municipality's firemen's relief and retirement fund, if any, and future payments to the
fund may be transferred to the board of trustees on the voluntary application of the
municipality.

(b) A participating municipality shall pay to the board of trustees money that could
have been paid annually to the firemen's relief and retirement fund if the fire department
were not covered by the retirement system or another pension system or if the municipali-
ty had taken the proper steps to secure the money. The retirement system shall credit
amounts paid under this subsection for the benefit of fire fighters as the board of
trustees directs.
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SECTION 2. (a) In Section 151.003, Civil Practice and Remedies Code, the reference
to "Subtitle E, Title 10B, Revised Statutes" is changed to "Subtitle D or E, Title 8,
Government Code."

(b) In Section 13.003, Education Code, the reference to "Subtitle D, Title 110B, Revised
Statutes" is changed to "Subtitle C, Title 8, Government Code."

(c) In Subsection (e), Section 3.633, Family Code, the reference to "Section 12.001, Title
110B, Revised Statutes" is changed to "Section 802.001, Government Code."

(d) In the following laws, the reference to "Subtitle E, Title 110B, Revised Statutes" is
changed to "Subtitle D or E of Title 8":

(1) Subsection (a), Section 74.054, Government Code;
(2) Subsection (a), Section 74.094, Government Code; and
(3) Subsection (b), Section 75.011, Government Code.

(e) In Subsection (a), Section 75.001, Government Code, the reference to "Subtitle E,
Title 110B, Revised Statutes," is changed to "Subtitle D or E of Title 8."

(f) In Subsection (c), Section 75.112, Government Code, the reference to "Sections
52.201, 52.202, and 52.203, Title 110B, Revised Statutes" is changed to "Sections 842.201,
842.202, and 842.203."

(g) In Subsection (b), Section 75.113, Government Code, the reference to "Sections
55.403 and 55.404, Title l10B, Revised Statutes" is changed to "Sections 845.403 and
845.404."

(h) In Subsection (c), Section 304.009, Government Code, the reference to "Section
22.203(d), Title 110B, Revised Statutes," is changed to "Section 812.203(d)."

(i) In Subsection (c), Section 403.093, Government Code, the reference to "Section
35.404, Title 110B, Revised Statutes" is changed to "Section 825.404."

(j) In Section 155.021, Local Government Code, the reference to "Section 55.403, Title
110B, Revised Statutes" is changed to "Section 845.403, Government Code."

SECTION 3. This Act is enacted under Article III, Section 43, of the Texas Constitu-
tion. This is intended as a recodification only, and no substantive change in the law is
intended by this Act.

SECTION 4. This Act takes effect September 1, 1989.
SECTION 5. The importance of this legislation and the crowded condition of the

calendars in both houses create an emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several days in each house be
suspended, and this rule is hereby suspended.

Passed the Senate on April 20, 1989, by the following vote: Yeas 31, Nays 0; passed
the House on May 4, 1989, by a non-record vote.

Approved May 25, 1989.
Effective Sept. 1, 1989.

CHAPTER 180

S.B. No. 1

AN ACT
relating to medical assistance claims or liens.

Be it enacted by the Legislature of the State of Texas:
SECTION 1. Section 32.0331, Human Resources Code, is repealed.
SECTION 2. The Texas Department of Human Services may not enforce a claim or

lien established before the effective date of this Act under Section 32.0331, Human
Resources Code.


